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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6182/January 21, 1980 


In the Matter of 


MUNGER, TOLLES & RICKERSHAUSER 
RETIREMENT PLAN 

612 South Flower Street 

Fifth Floor 

Los Angeles, CA 90017 


(18-56) 


ORDER PURSUANT TO SECTION 3(a)(2) OF 
THE SECURITIES ACT OF 1933 EXEMPTING 
FROM THE PROVISIONS OF SECTION 5 OF 
THE ACT INTERESTS OR PARTICIPATIONS IN 
THE MUNGER, TOLLES & RICKERSHAUSER 
RETIREMENT PLAN 


Munger, Tolles & Rickershauser, a law firm or- 
ganized as a partnership under the laws of the 
State of Claifornia filed an application on July 9, 
1979, for an exemption from the registration re- 
quirements of the Securities Act of 1933 (‘‘Act’’) for 
interests or participations issued in connection 
with the Munger, Tolles & Rickershauser Retire- 
ment Plan (‘‘Plan’’). 


On-December 4, 1979, a notice was issued (Secu- 
rities Act Release No. 6162) of the filing of the ap- 
plication. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued 
as of course unless a hearing should be ordered. 
No hearing has been requested and the Commis- 
sion has not ordered a hearing. 


The matter has been considered and it is found 
that the granting of the application is appropriate in 
the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended 
by the policy and provisions of the Act. Accord- 
ingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of 
the Act, that interests or participations issued in 
connection with the Plan shall not be subject to rhe 


364/SEC DOCKET 


requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission by the Division of investment 4 ‘ 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16510A/January 22, 1980 


The Commission gives notice that the national se- 
curities exchanges listed below have applied, pur- 
suant to Section 12(f)(1)(B) of the Securities Ex- 
change Act of 1934, for unlisted trading privileges 
in the following common stocks that are listed on 
one or more national securities exchanges: 


Midwest Stock Exchange, Inc.: 


Valero Energy Corporation (formerly Coastal 
States Gas Producing Co.), $1 Par Value (File 
No. 7-5147); 


Gelco Corporation, $.50 Par Value (File No. 
7-5148); and 


Modern Merchandising, Inc., $.01 Par Value 
(File No. 7-5149). 


Boston Stock Exchange, Inc.: 


APL Corporation, $.10 Par Value (File No. 7- 
5135); 


AZL Resources, Inc., No Par Value (File No. 
7-5136); 


Alaska Airlines, Inc., $1 Par Value (File No. 
7-5137); 
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Amrep Corporation, $.10 Par Value (File No. 
7-5138); 


Bancal Tri-State Corporation, $15 Par Value 
(File No. 7-5139); 


Bandag, Inc., $1 Par Value (File No. 7-5140); 


Bangor Punta Corporation, $1 Par Value (File 
No. 7-5141); 


Craig Corporation, $.25 Par Value (File No. 
7-5142); 


DWG Corporation, $1 Par Value (File No. 7- 
5143); 


Deltona Corporation, $1 Par Value (File No. 
7-5144); 


Mobil Corporation, $7.50 Par Value (File No. 
7-5145); and 


Moore McCormack Resources, Inc., $2.50 Par 
Value (File No. 7-5146). 


Pacific Stock Exchange, Inc.: 


Resorts International, Inc., Class A common 
stock, $1 Par Value (File No. 7-5150) and Class 
B common stock, $1 Par Value (File No. 7- 
5151). 


Comments and/or request for hearing are to be 
submitted on or before February 11, 1980. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16514/January 18, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE NATIONAL SECURITIES 
CLEARING CORPORATION 


(File No. SR-NSCC-79-18) 


The National Securities Clearing Corporation 
(NSCC) has submitted a proposed rule change 
amending and automating the procedures by 
which it borrows securities to satisfy NSCC system 
needs. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange act of 1934 and Rule 19b-—4 thereunder. 
At any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
January 21, 1980. Interested persons are invited 
to submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NSCC-79-18. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be avail- 
able for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory or- 
ganization. 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16515/January 18, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE PACIFIC 
STOCK EXCHANGE, INCORPORATED 


File No. SR-PSE-79-18 


The Pacific Stock Exchange, Incorporated (“PSE’’) 
submitted on December 18, 1979, a proposed rule 
change under Rule 19b-—4 to adopt certain equity 
trading floor decorum rules that would prescribe 
standards for appropriate dress. The proposal also 
would authorize the PSE staff to impose summary 
fines of up to $500 on male personnel for failure to 
wear a tie at all times while on the trading floor. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the “Act’’). At any time 
within sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate 
such rule change if it appears to the Commission 
that such action is necessary or appropriate in the 
public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the 
Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
January 21, 1980. Interested persons are invited 
to submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-PSE-79-18. 
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Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16516/January 23, 1980 


In the Matter of 
ECONETICS, INC. 
File No. 81-579 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until Feb. 
12, 1980 to request a hearing on an application by 
Econetics, Inc. (“Applicant”), pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for 
an order exempting Applicant from certain of the 
filing requirements of Sections 13 and 15(d) of the 
1934 Act, specifically, the requirement to file 
quarterly reports on Form 10-Q, and the require- 
ment to include audited financial statements in its 
annual reports on Form 10-K. 


The Applicant has ceased all manufacturing ac- 
tivities, operations have not reflected net income in 
any of the past five fiscal years and based on the 
transfer records there is presently little or no activ- 
ity in the common stock. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16517/January 21, 1980 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY NEW YORK STOCK EXCHANGE, 
INC. 


File No. SR-NYSE-79-51 


The New York Stock Exchange, Inc. (“NYSE”) 
submitted on December 5, 1979, a proposed rule 
change under Rule 19b-4 to rescind that portion 
of NYSE Rule 420 that requires reporting to the 
NYSE of members’ and allied members’ unse- 
cured non-capital borrowings’ in excess of 
$20,000.? 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
January 28, 1980. In order to assist the Commis- 
sion to determine whether to approve the pro- 
posed rule change or institute proceedings to de- 
termine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-NYSE-79-51. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 





'The term “Non-capital borrowings” refers to bor- 
rowings that do not involve the capital account of 
any NYSE member organization. 


2Reporting of ‘capital borrowings” would be un- 
affected by this proposal. 
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Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available 
at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16518/January 22, 1980 


In the Matter of 


American Stock Exchange, Inc. 

Boston Stock Exchange, Inc. 

Cincinnati Stock Exchange, Inc. 

Midwest Stock Exchange, Inc. 

National Association of Securities Dealers, Inc. 
New York Stock Exchange, Inc. 

Pacific Stock Exchange, Inc. 

Philadelphia Stock Exchange, Inc. 


Application pursuant to Section 11A(a)(3)(B) 
(File No. 4-281) 


The Securities and Exchange Commission hereby 
issues an order, pursuant to Section 11A(a)(3)(B) 
of the Securities Exchange Act of 1934 (the “Act’’), 
providing the authorization to certain self- 
regulatory organizations to act jointly, in accord- 
ance with the terms of a plan, as amended, with 
respect to matters as to which they share authority 
under the Act in planning, developing, operating 
and regulating a national market facility consisting 
of a consolidated quotation system (‘quotation 
system’’). This order authorizes those self- 
regulatory organizations to implement that facility 
on a permanent basis as a means of facilitating 
the establishment of a national market system in 
accordance with the requirements of Section 11A 
of the Act. 
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1. Introduction and Background 


On January 26, 1978, the Commission adopted 
Rule 11Aci-1 (the “Rule”’) under the Act which 
requires that every national securities exchange 
(“exchange”) and national securities association 
(“association”) establish and maintain procedures 
to collect, process and make available to vendors 
quotations (including size) in reported securities 
(i.e., securities as to which transaction information 
is reported in the consolidated transaction report- 
ing system (‘‘consolidated system’’)).' In adopting 
the Rule, the Commission requested that the vari- 
ous self-regulatory organizations consider joint 
implementation of the Rule through the creation of 
a unified data stream of quotations from all market 
centers. In response to the Commission’s request, 
on July 25, 1978, the New York Stock Exchange, 
Inc. (“NYSE”) and the American Stock Exchange, 
Inc. (“Amex’’) filed with the Commission a ‘Plan 
for the Purpose of Implementing Rule 11Ac1-1 
under the Securities Exchange Act of 1934” (“CQ 
Plan” or “Plan’”). The CQ Plan (i) established joint 
procedures to govern the collection, processing 
and dissemination of quotation information by par- 
ticipating market centers, (ii) provided for selection 
and evaluation of an exclusive processor to collect 
quotation information from the participating market 
centers and to make that information available to 
quotation vendors in a single data stream, and (iii) 
established fees relating to the receipt of quotation 
information. 


On July 28, 1978, the Commission issued a tem- 
porary order, pursuant to Section 11A(a)(3)(B) of 
the Act, authorizing any self-regulatory organiza- 
tion executing the Plan (collectively, ‘‘partici- 
pants’)? to act jointly in operating and regulating 
the quotation system in accordance with the terms 
of the Plan for 180 days from the date of the 





1Securities Exchange Act Release No. 14415 
(January 26, 1978), 43 FR 4342. 


2In addition to the NYSE and Amex, the following 
self-regulatory organizations have joined the CQ 
Plan to date: The Boston Stock Exchange, Inc., 
Cincinnati Stock Exchange, Inc., Pacific Stock Ex- 
change, Inc., Philadelphia Stock Exchange, Inc., 
Midwest Stock Exchange, Inc., and the National 
Association of Securities Dealers, Inc. 
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order. On January 24, 1979, the Commission is- 
sued an order (“CQ Plan Extension Order’), pur- 
suant to Section 11A(a)(3)(B), extending its ap- 
proval of the CQ Plan for an additional year. 


On August 1, 1978, following the Commission's 
temporary approval of the CQ Plan, the NYSE, 
Amex, Boston Stock Exchange, Inc. (‘‘BSE’’), 
Midwest Stock Exchange, Inc. (““MSE”’), Pacific 
Stock Exchange, Inc. (“PSE”) and Philadelphia 
Stock Exchange, Inc. (“Phix’) began disseminat- 
ing quotations in a single data stream pursuant to 
the terms of the CQ Plan.5 The National Associa- 
tion of Securities Dealers, Inc. (“NASD”) became 
a participant on December 15, 1978, and began 
disseminating third-market quotations to the Secu- 
rities Industry Automation Corporation (“SIAC”), 
the processor of the CQ Plan data stream, on 
Feburary 20, 1979. In addition, the Cincinnati 
Stock Exchange, Inc. (“CSE”) has recently signed 
the CQ Plan and is scheduled to begin dis- 
seminating quotations to SIAC by February 2, 
1980. A complete copy of the Plan, as amended, 
and all comments received with respect thereto 
are avialable for public inspection at the Commis- 
sion’s Public Reference Room, Room 6101, 1100 
L Street, N.W., Washington, DC.® 


CQ Plan Amendments 


On November 20, 1979, the Plan participants 
submitted to the Commission various proposed 
amendments to the CQ Plan, which were pub- 
lished for comment in the Federal Register.’ 
These proposed amendments to the Plan include 
the following: 





3Securities Exchange Act Release No. 15009 
(July 28, 1978), 43 FR 34851 (‘CQ Order’). 


4Securities Exchange Act Release No. 15511 
(January 24, 1979), 44 FR 6230. 


5Certain of these changes actually began dis- 
seminating of quotations through the CQ Plan data 
stream prior to August 1, 1978, in connection with 
their participation in the Intermarket Trading Sys- 
tem (“ITS”). 


See File No. 4-281. 


7Securities Exchange Act Release No. 16446 (De- 
cember 28, 1979), 44 FR 76896. 
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(a) Amendments Relating to NASD Participation 
in the Plan 


The Plan participants have proposed the amend- 
ment of Sections I(j), Vi(c), VI(d) and IX(c) of the 
Plan and the addition of a new Section III(d) to the 
Plan. Among other things, these proposals would 
provide that at some future date the Plan may be 
amended and submitted to the Commission for 
approval: (1) to provide for a “CQ Network C”’ for 
unlisted, over-the-counter NASDAQ securities; (ii) 
to name the NASD as the network’s administrator, 
with all of the rights and authority with respect to 
“CQ Network C” that the networks’ administrators 
for CQ Networks A and B have under the CQ Plan 
with respect to their respective networks;® (iii) to 
properly allocate income and expenses in relation 
to unlisted, over-the-counter NASDAQ securities; 
and (iv) to make such other changes as deemed 
necessary at that time. 


(b) Amendments Relating to the Regulatory Halt 
Provision 


The Plan participants have proposed the deletion 
of Section IX(a) of the Plan and the amendment of 
Section IX(b) of the Plan. Section IX(a) of the Plan, 
as originally filed with the Commission, provided 
that, during a regulatory halt of trading in a secu- 
rity called by the “primary” exchange, all Plan par- 
ticipants must cease making available quotation 
information in that security to the Plan processor. 
The Commission determined to condition its tem- 
porary authorization of the Plan on the Plan par- 
ticipants not implementing this provision of the 
Plan and requested the Plan participants to exe- 
cute and file amendments to the Plan eliminating 
this provision.? The amendment to Section IX(b) of 
the Plan would provide that each Plan participant 
shall be authorized to suspend the furnishing of 
quotation information in any “eligible security” for 
any reason deemed adequate by it. Any Plan par- 
ticipant which does so suspend furnishing of quo- 





8Network A reports quotations in NYSE-listed se- 
curities. Network B reports quotations in Amex and 
certain exchange-listed securities. 


9See Securities Exchange Act Release No. 15009 
(July 28, 1978), 43 FR 34851; Securities Ex- 
change Act Release No. 15511 (January 24, 
1979), 44 FR 6230. 
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tation information shall immediately advise the 
Plan processor of its actions and reasons therefor. 


(c) Amendments Relating to Financial Arrange- 
ments Among the Participants 


The Plan participants have proposed the amend- 
ment of Section X(b)(i) of the Plan. Section X(b) of 
the Plan provides for the sharing of income and 
expenses associated with making available Net- 
work A and Network B quotation information. Spe- 
cifically, as to each network, it provides that a par- 
ticipant’s “Annual Share” of net income for any 
calendar year will be measured by the number of 
transactions reported by that participant during 
that year in the consolidated system as compared 
with all transactions reported by all participants 
during that year. The amendment would modify the 
definition of the term “Annual Share” to exclude 
those transactions reported in those securities as 
to which an exemption has been granted to a par- 
ticipant from the requirements of the Rule.'° 


Fees for Consolidated Quotations 


In the CQ Plan Extension Order, the Commission 
expressed its concern regarding the fee structure 
established by the CQ Plan.'' The CQ Plan 
established a fee schedule for subscription to con- 
solidated quotation information which creates a 
permanent two-tiered structure for Network A and 
Network B quotations. Under the two-tiered struc- 
ture, subscribers to either network who are mem- 
bers of a participant in the CQ Plan (i.e., reporting 
exchanges and the NASD) are charged a lower fee 
than are subscribers who are not members of at 





1°The Commission understands that this amend- 
ment was proposed in connection with the CSE’s 
having become a Plan participant. The CSE has 
been granted an exemption from the Rule with re- 
spect to those securities traded on the CSE which 
are not traded on the CSE’s national securities 
trading system, the so-called CSE System. See 
Securities Exchange Release No. 15010 (July 28, 
1978). 


11CQ Plan Extension Order at 7, 44 FR at 6232. 
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least one of the participants.'? In the case of Net- 
work A, the rate for subscribers who are not mem- 
bers of participants is more than 50% higher than 
the rate for members of participants. For Network 
B, the disparity is approximately 5%. In addition, 
for a period of six years, commencing on August 1, 
1978, NYSE members subscribing to Network A 
are charged a fee which is lower than the fee 
charged to members of other participants. During 
the six year period, the fee charged to members of 
the NYSE will gradually increase and, at the con- 
clusion of this period, members of all participating 
market centers will be charged an identical fee.'? 


The Commission continues to be concerned by the 
absence of a uniform fee structure for subscribers 
of quotation information (whether they are NYSE 
members, members of participating market cen- 
ters or persons who are not members of any par- 
ticipant); however, the Commission believes that 
the permanent approval of the CQ Plan is not the 
appropriate context in which to address the 
generic questions of fee structures for national 
market system facilities. 


* * 


IT |S HEREBY ORDERED, pursuant to Section 
11A(a)(3)(B) of the Act, that the self-regulatory or- 
ganizations named above are authorized to act 
jointly in planning, developing, operating or reg- 
ulating the quotation system in accordance with 
the terms of the CQ Plan, as amended. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








12Currently, the category of non-members of par- 
ticipants includes brokers and dealers who are 
sole members of the Intermountain or Spokane 
Stock Exchanges, broker-dealers registered under 
Section 15(b) of the Exchange Act (SECO 
broker-dealers) and institutional and private in- 
vestors. 


13See letter from James E. Buck, Secretary, 
NYSE, to George A. Fitzsimmons, Secretary, SEC, 
dated January 12, 1979, at 17-25. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16519/January 22, 1980 


Notice of Receipt of Plan Filed Pursuant to Section 
11A(a)(3)(B) of the Securities Exchange Act of 
1934. 


ACTION: Notice and request for comments. 


SUMMARY: The Commission gives notice that the 
five national securities exchanges authorized by 
the Commission to trade standardized options 
contracts have filed with the Commission, under 
Section 11A(a)(3)(B) of the Securities Exchange 
Act, a joint industry plan which, if approved by the 
Commission, would authorize joint action on their 
part in the development and operation of a system 
for the collection and dissemination of consoli- 
dated options last sale reports and quotation in- 
formation 


DATES: Comments should be submitted on or 
before March 14, 1980. 


ADDRESSES: Persons wishing to submit written 
views should file six copies thereof with George A. 
Fitzsimmons, Room 892, 500 North Capitol Street, 
Washington, D.C. 20549. All submissions should 
refer to File No. S7-820 and will be available for 
public inspection at the Commission’s Public Ref- 
erence Room, Room 6101, 1100 L Street, Wash- 
ington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Wil- 
liam S. Muller, Division of Market Regulation, Se- 
curities and Exchange Commission, Room 351, 
500 North Capitol Street, Washington, D.C. 20549, 
(202) 272-2415. 


SUPPLEMENTARY INFORMATION: On October 
24, 1979, the American Stock Exchange, Inc. 
(“Amex”), the Chicago Board Options Exchange, 
inc. (“CBOE”), the Midwest Stock Exchange, Inc. 
(“MSE”), the Pacific Stock Exchange, Inc. (“PSE”) 
and the Philadelphia Stock Exchange, Inc. 
(“Phix’”’) jointly filed with the Commission pursuant 
to Section 11A(3)(B) of the Securities Exchange 
Act of 1934 (the ‘‘Act’”)' a proposed plan for the 





' Section 11A(a)(3)(B) of the Act authorizes the 
Commission, in furtherance of its directive to 
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collection and dissemination of options last sale 
and quotation information (the “Plan’’) to be ad- 
ministered by the Options Price Reporting Author- 
ity (“OPRA”). The above-named exchanges have 
asked the Commission to approve the proposed 
Plan under Section 11A(a)(3)(B) of the Act, 
thereby authorizing joint action on their part in the 
development and operation of a consolidated op- 
tions quotation and last sale reporting system pur- 
suant to such Plan. 


1. BACKGROUND 


On January 22, 1975, the Commission, by order,? 
granted registration as a securities information 
processor to OPRA, upon finding, inter alia, that 
OPRA was so organized and had the capacity to 
carry out its functions as a securities information 
processor. OPRA consists of a committee of rep- 
resentatives of those national securities ex- 
changes authorized by the Commission to trade 
standardized options contracts (the OPRA “par- 





facilitate the establishment of a national market 
system, 


by rule or order, to authorize or require self- 
regulatory organizations to act jointly with re- 
spect to matters as to which they share authority 
under this title in planning, developing, operating 
or regulating a national market system (or a 
subsystem thereof) or one or more facilities 
thereof. 


On December 7, 1979 the Commission issued a 
release proposing and seeking comments on Rule 
11Aa3-2 under the Act. Securities Exchange Act 
Release No. 16410 (December 7, 1979), 18 SEC 
Docket 1306 (December 26, 1979). If adopted, 
proposed Rule 11Aa3-2 would require self- 
regulatory organizations requesting joint action 
under Section 11A(a)(3)(B) to file a plan with the 
Commission, and would prescribe, among other 
matters, the information which must be included in 
such plans and certain standards with respect to 
their operation. 


2 Securities Exchange Act Release No. 12035 
(January 22, 1975), 41 FR 4369. 
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ticipants”). The functions which OPRA performed, 
and which necessitated its registration as a secu- 
rities information processor, were set forth in a 
plan filed as part of OPRA’s Form SIP registration 
statement.® Briefly, that plan called for OPRA to 
administer a consolidated system for the collection 
and dissemination of reports of all completed 
transactions in options occurring on the national 
securities exchanges authorized by the Commis- 
sion to trade options. 


On January 31, 1979, OPRA filed with the Com- 
mission an amendment to its Form SIP registration 
statement in which OPRA proposed to amend its 
plan for reporting consolidated options last sale 
reports to include authority for the collection and 
dissemination of consolidated options quotation 
information from the OPRA participants. In addi- 
tion, OPRA requested that the Commission au- 
thorized joint action on the part of the OPRA par- 
ticipants in proceeding to develop the consolidated 
options quotation system. OPRA stated that it 
would not begin the necessary negotiations to ef- 
fectuate that system until such authorization had 
been received.4 


After reviewing the substance of OPRA’s request, 
the Division of Market Regulation informed OPRA 
that, in light of both the Commission's desire to 
begin developing a national market subsystem for 
options,5 and OPRA’s desire for Commission au- 
thorization for its participants to act jointly, it would 
be appropriate for the Commission to consider 
OPRA’s entire Plan, including those provisions 
relating to the reporting of consolidated options 
last sale reports as well as quotation information, 
under Section 11A(a)(3)(B) of the Act. Accord- 
ingly, the Division asked that the Amex, CBOE, 





3 See Rule 11Ab2-1 under the act, 17 CFR 
240.11Ab2-1. 


4 See letter from Michael Meyer, counsel to 
OPRA, to Andrew M. Klein, Director, Division of 
Market Regulation (January 31, 1979). 


5 See Securities Exchange Act Release No. 15671 
(March 22, 1979), 44 FR 20360. 


6 Letter from Andrew M. Klein To Michael L. Meyer 
(June 20, 1979). 
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MSE, PSE and Phikx refile the entire Plan as a joint 
industry plan under Section 11A(a)(3)(B).” 


ll. Description of the Plan® 
A. Administration 


OPRA would be authorized to administer this Plan 
and to make all policy decisions under the Plan, in 
particular (1) setting standards governing the for- 
mat for reporting last sale and quotation informa- 
tion, and (2) determining the level of fees to be 
paid by approved vendors, subscribers and new 
services. Action by OPRA under the Plan would 
require an affirmative vote of 2/3 of the total voting 
authority of the participants. 


The voting rights of the parties under the Plan 





7 The Commission previously has dealt with re- 
quests by national securities exchanges for au- 
thorization to act jointly under Section 
11A(a)(3)(B) of the Act, by requiring the filing of a 
plan specifying the nature of the joint action to be 
undertaken. Two such plans have been temporar- 
ily approved by the Commission. The first, the 
Consolidated Quotation (“CQ”) Plan, authorizes 
joint industry action in the development and oper- 
ation of a consolidated quotation system for equity 
securities reported in the consolidated transaction 
reporting system. See Securities Exchange Act 
Release No. 15009 (July 28, 1978), 43 FR 34851. 
The second, the Intermarket Trading System 
(“ITS”) Plan, authorizes joint action on the part of 
those national securities exchanges participating 
in the plan, in the development and operation of a 
system providing an intermarket communications 
linkage. See Securities Exchange Act Release No. 
14661 (April 14, 1978), 43 FR 17419. As noted 
supra at n. 1, the Commission recently issued a 
proposed rule which, if adopted, would prescribe 
certain standards with respect to information which 
must be included in plans filed under Section 
11A(a)(3)(B). 


8 Although the Commission is at this time consid- 
ering whether to aprpove the entire OPRA Plan, 
under Section 11A(a)(3)(B) of the Act, OPRA cur- 
rently is administering the options last sale re- 
porting system pursuant to its registration as a se- 
curities information processor under Section 
11A(b)(2) of the Act. 
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would be weighted; each participant’s percentage 
of the total voting authority would correspond to 
such party’s percentage.of the total number of 
compared trades submitted for clearing to the Op- 
tions Clearing Corporation during the previous 
year. No participant, however, would be entitled to 
more than 50 percent of the total voting authority. 
New participants in the Plan would be entitled to 
10 percent of the voting authority, until an annual 
determination as to such party’s percentage of the 
total options clearing volume could be made. Reg- 
ular meetings of the parties would be held on not 
less than 10 days notice, and generally would be 
rotated among the locations of the principal offices 
of the parties. 


B. Data Processing Functions 


The plan would authorize OPRA to perform some 
or all of the data processing functions under the 
Plan, or to enter into a contract with a data proc- 
essing service organization to perform such func- 
tions.° 


C. Options Last Sale Reports 


The Plan would require each participant promptly 
to collect and transmit to OPRA, in a format pre- 
scribed by OPRA or its data processing service 
organization, reports of all sales of options con- 
tracts on the participant exchanges. The reports 
would include the options series, the number of 
contracts sold, the price at which the contracts 
were sold, the market of execution, and any late or 
our of sequence trades, cancels, spread transac- 
tions, opening ranges, trading halts and 
suspensions, or similar matters. The Plan states 
that current last sale reports would be dissemi- 
nated through the OPRA system on a uniform, 
nondiscriminatory basis over a network to ven- 
dors,'° subscribers, '' and news services.‘ 





8 In discussions with the Commission's staff, 
OPRA has represented that the Securities Industry 
Automation Corporation (“SIAC”), which currently 
performs the data processing functions with re- 
spect to the options last sale reporting system, has 
been selected on the basis of competitive bidding 
to perform such functions for quotation reporting. 


10 The Plan defines a vendor as a person that re- 
ceives current option last sale reports or quotation 
information provided by OPRA or provided by a 
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D. Options Quotation Reports 


Under the Plan, each exchange would be required 
to collect and transmit to the OPRA system bids 
and offers for each series of options traded on the 
exchange in a format specified by OPRA or its 
data processing service organization. The bids 
and offers would have to be sufficient in number 
and timeliness to reflect the current state of the 
market in such security, and would have to reflect 
the premium bid or offer, the options series, the 
market in which the quote was entered, and any 
information concerning cancels, corrections, trad- 
ing halts and suspensions, market conditions or 
similar matters. Current quotation information 
would be disseminated by OPRA on a uniform, 
non-discriminatory basis to vendors, subscribers 
and news services. 


D. Vendors, Subscribers and News Services 


Under the Plan, only those vendors, subscribers 
and news services that have been approved by, 
and have entered into agreements with, OPRA 
would be entitled to receive last sale reports and 
quotation information. The Plan would authorize 
OPRA to disapprove or revoke its previous ap- 
proval of any vendor, subscriber or news service, if 
such entity is found to have violated a provision of 





vendor in connection with such person’s business 
of distributing, publishing, or otherwise furnishing 
such information on a current basis to a 
subscriber, news service, or to another vendor. 


11 The Plan defines a subscriber as a person that 
receives current last sale reports or quotations in- 
formation provided by OPRA or provided by a 
vendor for its own use or for distribution on a non- 
current basis, other than in connection with its ac- 
tivities as a vendor. 


12 The Plan defines a news service as a person 
that receives last sale reports or quotation infor- 
mation provided by OPRA or provided by a vendor 
on a current basis in connection with such per- 
son’s business of furnishing such information to 
newspapers, radio and television stations and 
other news media, for publication that does not 
take place within the fifteen-minute period follow- 
ing the time when the information has been first 
published by OPRA. 
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its contract with OPRA, or if such action is neces- 
sary or appropriate in the public interest or for the 
protection of investors. An entity which has been 
disapproved or has had a prior approval revoked 
could appeal such action to the Commission in ac- 
cordance with its rules and regulations. '* 


The Plan would require that OPRA’s agreements 
with vendors and subscribers be uniform, non-dis- 
criminatory, and designed to assure the timely, or- 
derly and reliable dissemination of last sale reports 
and quotation information on a current basis. Such 
agreements could impose upon vendors and 
subscribers reasonable fees for the receipt of op- 
tions information. The Plan also would permit 
OPRA to charge a fee, in addition to that charged 
for the right to receive options information, for the 
receipt of such information directly from the OPRA 
system rather than through an intermediary. 


The Plan would require that OPRA’s agreements 
with vendors provide, generally, that last sale re- 
ports and quotations information may be received 
by such persons only for the purpose of providing 
options information to approved subscribers. Ven- 
dor agreements would have to provide uniform 
specifications governing the format for the trans- 
mission of last sale reports and quotation informa- 
tion on behalf of OPRA. The Plan also would re- 
quire that vendor agreements contain provisions 
prohibiting vendors from excluding reports or 
otherwise discriminating on the basis of the market 
in which a transaction or quotation took place. 


With respect to agreements with news services, 
the Plan would require that such agreements pro- 
hibit news services from furnishing current options 
information to any persons other than the news 
media. Under the Plan, information furnished by a 
news service to the news media could not be pub- 
lished during the fifteen-minute period following 
transmission of the information to the news serv- 
ice. 





13 Section 11A(b)(5)(A) of the Act, among other 
matters, authorizes the Commission to review, on 
its own motion or upon application by an aggrieved 
person, an action by a registered securities infor- 
mation processor which prohibits or limits any per- 
son in respect of access to services offered by 
such processor. 
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E. Financial Matters 


Each participant exchange would be responsible 
for its own costs in collecting and reporting to 
OPRA the last sale reports and quotation informa- 
tion prescribed by the Plan. The Plan would re- 
quire each exchange to share equally in all 
start-up costs relating to the implementation and 
administration of the Plan, but administrative and 
operating costs would be apportioned at the end of 
each calendar quarter on the basis of the number 
of compared trades submitted by each party to the 
Options Clearing Corporation during that quarter. 
Net revenues from operation of the Plan would be 
shared by the participants on the same weighted 
basis. 


F. Withdrawal; Non-transferability of Rights 
Under the Plan 


The Plan would permit any exchange to withdraw 
from OPRA on six months notice, provided that 
withdrawal would not extinguish a withdrawing 
party’s liability for its share of the start-up costs. A 
participant exchange could not transfer its rights 
under the Plan to have last sale reports and quo- 
tation information disseminated through the OPRA 
system. 


G. Amendments to the Plan 


The Plan provides that it could be amended by 
two-thirds votes of the total voting authority; but, 
under the Plan, such amendments would not be 
effective until approved by the Commission. 


lll. Request for Public Comment 


In order to assist the Commission in determining 
whether to authorize joint action pursuant to the 
Plan on the part of the Amex, CBOE, MSE, PSE 
and Phix, interested persons are invited to submit 
written views, data and arguments with respect to 
the Plan, not later than March 14, 1980. The 
Commission believes, as a preliminary matter, that 
the terms of the Plan would not be in compliance 
with the standards for Section 11A(a)(3)(B) plans 
set forth in proposed Rule 11Aa3-2.14 Thus, com- 
mentators may wish to address whether it is ap- 
propriate for the Commission to approve the Plan 
at this time. Particularly, the Commission seeks 
comments on three aspects of the Plan which the 
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Commission believes may warrant additional con- 
sideration prior to approval. 


First, the Commission requests comments on 
whether the OPRA Plan, like the other joint indus- 
try plans approved by the Commission, should 
specify the current level of those fees which the 
Plan authorizes OPRA to charge for its services 
or, at least, the manner in which OPRA would cal- 
culate these fees. Absent the inclusion of fees or 
the manner in which they would be calculated in 
the OPRA Plan, the level of such fees could be 
changed unilaterally by OPRA in its contracts with 
vendors, news services and subscribers. 


OPRA maintains that inclusion of its fees in the 
Plan would require amendment thereof any time 
OPRA wished to change its fees, and would in- 
volve the Commission in a “burdensome rate- 
making proceeding that would be the consequence 
of requiring approval. of specific rates.”'5 It would 
seem anomalous, however, in light of the statutory 
requirement that self-regulatory organizations, 
acting individually, file any proposed fee changes 
with the Commission,'® for the Commission to 
permit such organizations, when acting jointly, to 
proceed on a unilateral basis. Furthermore, con- 
sideration of amendments to the OPRA Plan 
dealing solely with fees would not involve the 
Commission in rate-making, but could simply in- 
volve a determination, among other matters, if 
whether OPRA had a reasonable basis upon which 
to derive the fee schedule.'”? Therefore, the Com- 
mission believes, as a preliminary matter, that the 
current level of OPRA’s fees, or the method by 
which such fees would be calculated, should be 
included as part of the Plan. 


Second, the Commission requests comments on 
whether the Plan should define the time parame- 
ters within which quotations and reports of com- 





14 Securities Exchange Act Release No. 16410 
(December 7, 1979), 18 SEC Docket 1306 (De- 
cember 26, 1979). 


15 See letter from Michael L. Meyer to William 
Muller of the Commission’s staff (October 24, 
1979) (“October 24 Letter’). 


16 See Section 19(b)(3)(A) of the Act. 
17 Cf. Section 11A(c)(1)(D) of the Act. 
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pleted transactions must be entered into the sys- 
tem. Although the Plan requires that “late” trans- 
actions be identified and that quotations reflect the 
“current” market, it does not define what those 
terms mean. 


OPRA maintains that it is not practical in an active 
options market to keep track of the precise time 
that has elapsed since the execution of a trade, 
and that it would not be appropriate to specify the 
time within which quotations must be transmitted 
to OPRA because no Commission rule requires 
the collection and dissemination of options quota- 
tion information.1® While the Commission does not 
feel it necessary, at this time, to prescribe the time 
parameters within which last sale reports and 
quotation information for options must be reported, 
the Commission does believe that OPRA should 
set some reasonable standards to assure that in- 
vestors receive timely information and to provide 
some meaning to the terms of the Plan. 


Finally, the Commission requests comments on 
whether the voting arrangement of the Plan pro- 
vide for a reasonable allocation of authority among 
the participant exchanges. Under the Plan’s voting 
provisions, the CBOE and the Amex, because of 
their respective trading volumes, together would 
control more than 70 percent of the voting author- 
ity and thus would be able to take any action they 
desired even if the other participants were op- 
posed to such action. Furthermore, the CBOE, by 
viture of its control of more than one-third of the 
voting authority, could veto any action proposed by 
the other participants. 


The Commission notes that both the CQ and ITS 
Plans'® contain provisions under which each par- 
ticipating self-regulatory organization is granted a 
single vote in the administration of the respective 
plans. Additionally, the Commission’s staff has 
suggested that the Consolidated Tape Association 
consider amending its plan,2° which contains 
weighted voting arrangements similar to those 
under the OPRA Plan, to provide a more equitable 





18 See October 24 Letter. 


19 See n. 7 supra. 


20 The Consolidated Tape Association Plan, de- 
clared effective by the Commission on May 10, 
1974, involves joint action on the part of national 


Volume 19, No. 5, February 5, 1980 


governing structure.2’ While the Commission un- 
derstands that the weighted voting arrangements 
of the OPRA Plan reflect the wide disparity of 
trading volume and resulting system usage among 
the participant exchanges, the Commission is not 
convinced at this time that such arrangements are 
reasonable.22 


Persons wishing to make written submissions 
should file six copies thereof with Geoge A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, Room 892, 500 North Capitol Street, 
Washington, D.C. 20549. All submissions should 
refer to File No. S7-807 and will be available for 
public inspection at the Commission’s Public Ref- 
erence Room, 1100 L Street, Washington, D.C. 


For the Commission. 


George A. Fitzsimmons 
Secretary 








securities exchanges in the operation of the con- 
solidated transaction reporting system con- 
templated by Rule 17a-15 under the Act [17 CFR 
240.17a-15]. See Securities Exchange Act Re- 
lease No. 10787 (May 10, 1974), 39 FR 17799. 


21 See letter from Andrew M. Klein, Director of the 
Division of Market Regulation, to Robert C. Hall, 
Chairman of the CTA (November 17, 1978). 


22 The Commission has received letters from the 
PSE and Phix claiming that the present weighted 
voting arrangements under the Plan are unfair. 
Letter from Charlies J. Henry, President of the 
PSE, to Andrew M. Klein (May 24, 1979); letter 
from Nicholas A. Giordano, Executive Vice Presi- 
dent of the Phix, to Andrew M. Klein (July 13, 
1979). These letters are available for inspection in 
the public file referenced above. Recently, a pro- 
posal by the PSE to amend the Plan to provide 
each participant with one vote failed by a weighted 
vote of two against (Amex and CBOE), and three 
in favor (MSE, PSE and Phikx). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16520/January 23, 1980 


In the Matter of 


HOME SAVINGS AND LOAN ASSOCIATION, 
as Originator and Servicer, 


File No. 81-590 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has is- 
sued an order granting the application of Home 
Savings and Loan Association, as Originator and 
Servicer under a Pooling and Servicing Agreement 
providing for formation of a Mortgage Pool and the 
issuance of Mortgage Pass-Through Certificates, 
(the ‘“Applicant’) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, as amended (the 
“1934 Act’), for an order exempting the Applicant 
from certain reporting requirements under Section 
13 and from the operation of Section 16 of that 
Act. 


On November 27, 1979, a notice was issued on 
the filing of said application giving interested per- 
sons an opportunity to request a hearing and stat- 
ing that an order granting the application might be 
issued upon the basis of the information stated 
therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16521/January 23, 1980 


File No. 81-584 
In the Matter of 
CORENCO CORPORATION 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) OF THE 1934 ACT. 


An order has been issued granting the application 
of Corenco Corporation for an exemption, pur- 
suant to Section 12(h) of the Securities Exchange 
Act of 1934, from the reporting requirements of 
Section 15(d) of that Act. It appears to the Com- 
mission that the exemption is consistent with the 
public interest and the protection of investors, in 
view of the fact that the company no longer has 
any public shareholders. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16522/January 23, 1980 


File No. 81-580 
In the Matter of 
HYCEL, INC. 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 12(h) OF THE SECURITIES EXCHANGE 
ACT OF 1934 AND OPPORTUNITY FOR HEAR- 
ING 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until Feb- 
ruary 12, 1980 to request a hearing on an applica- 
tion by Hycel, Inc. (the “Applicant’) for an order 
exempting the Applicant from filing all reports re- 
quired to be filed by Sections 13 and 15(d) of the 
Securities Exchange Act of 1934. 


On June 12, 1979, pursuant to shareholder au- 
thorization, Hycel was merged with Hyco Tender- 
ing Corporation. The resulting corporation was 
subsequently merged with Hyco Holding Corpora- 
tion and became known as Hycel, Inc. The Appli- 
cant is privately owned by Boehringer Mannheim 
GmbH and its wholly-owned subsidiary Boehringer 
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Mannheim Corporation. There exists neither public 
investors nor any public trading market for Hycel 
securities. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16523/January 23, 1980 


File No. 81-567 
In the Matter of 
SHENANDOAH OIL CORPORATION 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) OF THE 1934 ACT. 


An order has been issued granting the application 
of Shenandoah Oil Corporation for an exemption, 
pursuant to Section 12(h) of the Securities Ex- 
change Act of 1934, from the reporting require- 
ments of Sections 13 and 15(d) of that Act. It ap- 
pears to the Commission that the exemption is 
consistent with the public interest and the protec- 
tion of investors, in view of the fact that the com- 
pany has been liquidated and the only remaining 
shareholders are merely creditors entitled to re- 


ceive the liquidating value of their shareholdings in 
cash. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16524/January 23, 1980 


In the Matter of: 
WENTWORTH MANUFACTURING COMPANY 
File No. 81-597 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until Feb- 
ruary 12, 1980 to request a hearing on an applica- 
tion by Wentworth Manufacturing Company, (the 
“Applicant’”) pursuant to Section 12(h) of the Se- 
curities Exchange Act of 1934 for an order 
exempting the Applicant from the reporting re- 
quirements of Sections 13 and 15(d) of that Act. 
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The Applicant has sold its assets and is in the 
process of dissolution. There is no trading market 
in its securities, and Applicant believes that the 
filing of additional reports is not necessary, in the 
public interest or consistent with the protection of 
investors. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16525/January 23, 1980 


In the Matter of 


MISSOURI ACCELERATION CORPORATION 


File No. 81-528 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 12(h) OF THE SECURITIES EXCHANGE 
ACT OF 1934 AND OPPORTUNITY FOR HEAR- 
ING 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until Feb- 
ruary 12, 1980 to request a hearing on an applica- 
tion by Missouri Acceleration Corporation (the 
Applicant’) for an order exempting the Applicant 
from filing an annual report on Form 10-K for the 
year ended December 31, 1977 and all other re- 
ports required to be filed by Sections 13 and 15(d) 
of the Securities Exchange Act of 1934 (the “1934 
Act’). 


The Applicant had fewer than fifteen shareholders 
on January 1, 1977 but did not file a Notice of 
Suspension of Duty to File Reports pursuant to 
Rule 15d-6 under the Act until January 15, 1978. 
There is no public trading in the securities subject 
to the reporting provisions of Sections 13 and 
15(d) of the Act. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16526/January 23, 1980 


In the Matter of 
GREAT SOUTHERN CORPORATION 
File No. 81-595 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) 


The Securities and Exchange Commission has is- 
sued an order granting the application of Great 
Southern Corporation (the ‘“Applicant’), pursuant 
to Section 12(h) of the Securities Exchange Act of 
1934, as amended (the ‘1934 Act’’), for an 
exemption from the reporting requirements of Sec- 
tions 13 and 15(d) of the 1934 Act. 


As a result of a merger effective as of January 1, 
1979, the Applicant became an indirect wholly- 
owned subsidiary of NLT Corporation (“NLT”), and 
all of its outstanding common stock was converted 
into the right to receive either a cash payment or 
certain securities of NLT. 


Accordingly, it appeared to the Commission that 
granting the requested exemption would not be in- 
consistent with the public interest or the protection 
of investors. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16527/January 23, 1980 


In the Matter of 


REYNOLDS METALS EUROPEAN CAPITAL 
CORPORATION 


File No. 81-593 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has is- 
sued an order granting the application of Reynolds 
Metals European Capital Corporation (the ‘‘Appli- 
cant’) pursuant to Section 12(h) of the Securities 
Exchange Act of 1934, as amended (the “1934 
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Act’), for an exemption from the reporting re- 
quirements of Section 13 of the 1934 Act. 


The matter having been considered, it is found that 
the requested exemption is appropriate in the pub- 
lic interest, and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16528/January 23, 1980 


File No. 81-568 
In the Matter of 
CARRIER CORPORATION 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) OF THE 1934 ACT. 


An order has been issued granting the application 
of Carrier Corporation for an exemption, pursuant 
to Section 12(h) of the Securities Exchange Act of 
1934, from the reporting requirements of Sections 
13 and 15(d) of that Act. It appears to the Com- 
mission that the exemption is consistent with the 
public interest and the protection of investors, in 
view of the fact that the company no longer has 
any public shareholders, and that United Technol- 
ogies Corporation has assumed Applicant’s re- 
porting obligations for its publicly traded deben- 
tures. 


SECURITIES EXCHANGE ACT OF 1923 
Release No. 16529/January 23, 1980 


PLATTEVILLE TELEPHONE COMPANY 


File No. 81-554 


ORDER PURSUANT TO SECTION 12(h) 
GRANTING AN EXEMPTION FROM REQUIRE- 
MENTS UNDER SECTIONS 12(g), 13, 14, and 16 


The Securities and Exchange Commission has is- 
sued an order exempting Platteville Telephone 
Company (‘Applicant’) from the registration, re- 
porting, proxy soliciting and other requirements of 
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Sections 12(g), 13, 14 and 16 of the Securities Ex- 
change Act of 1934. Applicant furnishes telephone 
service to a rural area of approximately 150 
square miles in southwestern Wisconsin and is 
regulated as a public utility by the Wisconsin Pub- 
lic Service Commission. Practically all of Appli- 
cant’s shareholders are Wisconsin residents and 
there is no trading market for its securities. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16530/January 24, 1980 


An order has been issued granting the application 
of the American Stock Exchange, Inc. to strike the 
common stock (Par Value $1) of GLOVER, INC. 
from listing and registration thereon. 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21399/January 18, 1980 


In the matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 


PENNSYVLANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


SAXTON NUCLEAR EXPERIMENTAL 
CORPORATION 
Berks Country, Pennsylvania 


(70-3816) 


ORDER AUTHORIZING EXTENSION OF TIME 
FOR CAPITAL CONTRIBUTIONS TO BE MADE 
BY SUBSIDIARY UTILITY COMPANIES TO A 
NON-UTILITY SUBSIDIARY COMPANY 


Jersey Central Power & Light Company, Met- 
ropolitan Edison Company and Pennsylvania 
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Electric Company (“utility companies”), all public 
utility subsidiary companies of General Public 
Utilities Corporation, a registered holding com- 
pany, and the utility companies’ non-utility 
subsidiary company, Saxton Nuclear Experimental 
Corporation, have filed with this Commission 
post-effective amendments to their joint 
application-declaration, as previously amended, 
filed in this proceeding pursuant to Sections 
2(a)(3), 2(a)(19), 6(a), 7(a), 10, 12(f) and 13 of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) 
and Rules 7(b),24(c)(3)(C) and 100 as applicable 
to the following transaction. 


By Orders issued in this proceeding dated May 11, 
1960 (HCAR No. 14427) May 20, 1968 HCAR No. 
15481), and December 31, 1974 (HCAR No. 
18738), the utility companies were authorized to 
acquire all of the capital stock of Saxton and to 
make capital contributions to Saxton aggregating 
$10,000,000 through December 31, 1979. Saxton 
was organized as a nonprofit stock corporation to 
construct, operate, and maintain a small experi- 
mental nuclear reactor and the capital contribu- 
tions were to be used for such purposes. 


It is stated that Saxton’s experimental and re- 
search activities have been terminated and its 
reactor facility has been decommissioned. It is 
further stated that pursuant to the regulations of 
the Nuclear Regulatory Commission, Saxton must 
continue in existence long enough to dismantle its 
nuclear facility. As a result, Saxton’s corporate 
charter has been amended to extend Saxton’s 
corporate existence in perpetuity. 


Saxton and the utility companies have filed further 
post-effective amendments to the joint 
application-declaration proposing to extend the 
period wherein capital contributions may be made 
by the utility companies to Saxton through De- 
cember 31, 1984. It is proposed that utility com- 
panies continue making contributions to Saxton 
through the extended period of its corporate life, 
such contributions to be used by Saxton to wind up 
its affairs, dispose of its properties or maintain 
them in a safe condition and obtain all necessary 
governmental and other releases. It is stated that 
in the absence of unusual circumstances, the cost 
of surveillance, insurance and maintenance for the 
facility through December 31, 1984, will be ap- 
proximately $10,000 per year. Approximately 
$100,000 of the $10,100,000 of authorized contri- 
butions by the utility companies remains available. 
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The order of May 11, 1960, also exempted Sax- 
ton’s operations and the research agreement be- 
tween Saxton and the utility companies from the 
requirements of Section 13 of the Act and the rules 
thereunder. Such exemption from said section and 
applicable rules continues in effect. 


The Board of Public Utility Commissioners of the 
State of New Jersey has approved the period 
within which contributors may be made by the util- 
ity companies. No other state commission, and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 
The utility companies will incur no fees and ex- 
penses in connection with the proposed transac- 
tions. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21360), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
said application-declaration, as amended by said 


post-effective amendments, be granted and per- 
mitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21400/January 18, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
MIDDLE SOUTH ENERGY, INC. 
225 Baronne Street 

New Orleans, Louisiana 70112 


(70-6051) 


NOTICE OF PROPOSED SALE OF COMMON 
STOCK BY SUBSIDIARY TO PARENT HOLDING 
COMPANY 


NOTICE IS HEREBY GIVEN that Middle South 
Utilities, Inc. (“Middle South’), a registered hold- 
ing company, and Middle South Energy, Inc. 
(“MSEI”’), a wholly-owned subsidiary of Middle 
South, have filed post-effective amendments to an 
application-declaration previously filed with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’”), designating Sec- 
tions 6(a),7,9(a),10 and 12(f) of the Act and Rules 
43 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the amended application-declaration, 
which is summarized below, for a complete state- 
ment of the proposed transaction. 


By Commission order dated December 20, 1977 in 
this matter (HCAR No. 20327), MSEI was au- 
thorized to issue and sell to Middle South and 
Middle South was authorized to purchase, from 
time to time, through and including December 31, 
1978, 75,000 shares of MSEI’s authorized but un- 
issued common stock, no par value (“1978 Com- 
mon Stock’), at a price of $1,000 per share for an 
aggregate cash purchase price of $75,000,000. 
Sales of 1978 Common Stock aggregating 53,000 
shares occurred during 1978. 


By Commission order dated December 27, 1978 in 
this matter (HCAR No. 20849) MSEI was au- 
thorized to issue and sell to Middle South, and 
Middle South was authorized to purchase (i) from 
time to time, through and including June 30, 1979, 
up to 10,000 shares of the 1978 Common Stock 
which were unsold as of December 31, 1978 
(“Carryover Shares’), and (ii) from time to time 
through and including December 31, 1979, up to 
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75,000 additional shares of MSEI’s authorized but 
unissued common stock, no par value (‘'1979 
Common Stock’). 


By Commission order dated August 13, 1979 in 
this matter (HCAR No. 21182) MSEI was au- 
thorized to issue and sell to Middle South, and 
Middle South was authorized to purchase from 
time to time through and including June 30, 1980, 
up to 50,000 additiokl shares of MSEI’s authorized 
but unissued common stock, no par value (“1980 
Common Stock’). As of January 14, 1980 MSEl 
had sold all of the Carryover Shares, all of the 
1979 Common Stock and 29,700 shares of the 
1980 Common Stock of Middle South. 


It now appears that, based upon. MSEI’s revised 
estimate of cash requirements for 1980, in addition 
to the 21,300 shares of 1980 Common Stock 
which were unsold as of January 14, 1980 it may 
be necessary for MSEI to issue and sell to Middle 
South through and including December 31, 1980, 
an aggregate of 50,000 additional shares of its 
authorized but unissued common stock, no par 
value (“Additional Shares’’). 


MSEI proposes to issue and sell, and for Middle 
South to purchase, up to such 50,000 shares of 
Additional Shares through and including De- 
cember 31, 1980, at a price of $1,000 per share for 
an aggregate cash purchase of $50,000,000. 
MSEI will apply the proceeds of sales of Additional 
Shares to costs incurred by it in the construction of 
the Grand Gulf Project. 


MSEI is authorized by its articles of incorporation 
to issue up to 1,000,000 shares of its common 
stock, no par value, and as of January 14, 1980 
MSEI has issued and sold an aggregate of 
385,700 shares of its common stock no par value 
to Middle South for an aggregate cash considera- 
tion of $385,700,000. 


MSEI and Middle South believe it is preferable for 
sales of Additional Shares to be timed to coincide 
with the MSEI’s cash needs from time to time, 
which are primarily determined by the nature and 
pace of the construction work on the Grand Gulf 
Project. Accordingly, MSE! and Middle South pro- 
pose that sales of the Additional Shares occur 
from time to time through December 31, 1980 in 
increments to be determined by MSEI and Middle 
South. Each such sale will be reported to the 


Volume 19, No. 5, February 5, 1980 


Commission by a Certificate filed pursuant to Rule 
24. 


To the extent funds are required from external 
sources to acquire the Additional Shares, Middle 
South will obtain such funds through the issuance 
and sale of its unsecured short-term promissory 
notes issued under a revolving credit agreement 
dated as of June 29, 1979, with a group of banks 
headed by Manufacturers Hanover Trust Com- 
pany, New York, New York, as authorized by the 
Commission’s order dated June 7, 1970 (HCAR 
No. 21093). Sale of the Additional Shares will en- 
able MSEI to continue construction of the Grand 
Gulf Project and to maintain capitalization ratios 
required under various agreements. 


It is stated that no special or severable fees, com- 
missions or expenses will be incurred in connec- 
tion with the proposed transaction. It is further 
stated that no state or federal regulatory authority, 
other than this Commission, has jurisdiction over 
the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 11, 1980, re- 
quest in writing that a hearing be held on such 
matter, stating the nature of his interest, the rea- 
sons for such request, and the issues of fact or law 
raised by the filing which he desires to controvert; 
or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served 
personally or by mail upon the applicants- 
declarants at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the application- 
declaration, as amended or as it may be further 
amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, includ- 
ing the data of the hearing (if ordered) and any 
postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21401/January 21, 1980 


In the Matter of 


KINGSPORT POWER COMPANY 
Roanoke, Virgnina 


(70-6385) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF UNSECURED NOTES TO BANKS 


Kingsport Power Company (‘Kingsport’), an elec- 
tric utility subsidiary company of American Electric 
Power Company, Inc., a registered holding com- 
pany, has filed a declaration and amendments 
thereto with this Commission pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 50(a)(2) promulgated 
thereunder regarding the following proposed 
transaction. 


Kingsport proposes to enter into a term loan 
agreement (‘‘Agreement’’) with Manufacturers 
Hanover Trust Company, New York, New York 
(“Manufacturers”) and the First National Bank of 
Sullivan County, Kingsport, Tennessee (‘First Na- 
tional”) which will enable Kingsport to make bor- 
rowings, to be evidenced by its unsecured notes 
maturing December 31, 1987, in an aggregate 
amount of $15,000,000. The Agreement contains 
commitments of Manufacturers and First National, 
which, individually and severally and not jointly, 
agree to lend Kingsport, from time to time, from 
the effective date of the Agreement (which would 
be the date of this Order permitting the declaration 
to become effective) through December 31, 1981, 
an aggregate amount up to, but not exceeding 
$14,000,000, and $1,000,000, respectively. The 
notes evidencing such borrowings will bear inter- 
est prior to maturity at a fluctuating rate per annum 
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equal at all times to the then current prime com- 
mercial lending rate of Manufacturers for 90-day 
unsecured domestic loans (“Prime Rate’’) from the 
date of issuance to December 31, 1982, 102% of 
the Prime Rate from December 31, 1982 to De- 
cember 31, 1985, and 104% of the Prime Rate 
from December 31, 1985 to December 31, 1987. 
From maturity (whether by acceleration or other- 
wise), such borrowings shall bear interest at a 
fluctuating rate per annum equal at all times to 1% 
plus the Prime Rate until payment in full. Kingsport 
will pay to each bank under the Agreement a fee 
for its commitment, computed at the rate of ‘2 of 
1% per annum on the daily average unused 
amount of such bank’s commitment from the ef- 
fective date of the Agreement to the date of expi- 
ration or termination of such commitment. Pay- 
ment of accrued commitment fees shall be made 
quarterly on the last day of March, June, Sep- 
tember and December in each year on the date of 
expiration or termination of such commitments. 
The notes may be prepaid at anytime without pre- 
mium or penalty. 


It is stated that the proceeds of the borrowings will 
be used by Kingsport to prepay its outstanding 
notes issued under a Bank Loan Agreement 
(“Prior Agreement”) dated as of March 1, 1977 
(File No. 70-5968). Kingsport will use $14,000,000 
loaned under the Agreement to prepay the 
$14,000,000 now outstanding under the Prior 
Agreement. Kingsport will use the remaining 
$1,000,000 of credit under the Agreement to pay, 
or replenish funds expended, to pay expenses of 
the Company’s construction program and for other 
proper corporate expenses. It is further stated that 
the issuance of the notes is excepted from the 
competitive bidding requirements of Rule 50 by 
reason of paragraph (a)(2) thereof since no find- 
er’s fees or commissions are to be paid by Kings- 
port in connection with the proposed transaction. 


The fees and commission to be incurred in con- 
nection with this transaction are estimated at 
$3,250; including legal fees of $1,000. The Ten- 
nessee Public Service Commission has approved 
the proposed transaction. No other state commis- 
sion and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
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promulgated under the Act (HCAR No. 21337), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
said declaration, as amended, be permitted to be- 
come effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21402/January 21, 1980 


in the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS DISTRIBUTION 
CORPORATION: 
Buffalo, New York 


NATIONAL FUEL GAS SUPPLY CORPORATION 
Oil City, Pennsylvania 


(70-6395) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF COMMERCIAL PAPER AND NOTES TO 
BANKS BY HOLDING COMPANY AND IN- 
TRASYSTEM FINANCING 


National Fuel Gas Company, (‘‘National’’), a reg- 
istered holding company, and two of its 
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subsidiaries, National Fuel Gas Distribution Corpo- 
ration (‘Distribution Corporation”) and National 
Fuel Gas Supply Corporation (“Supply Corpora- 
tion’), have filed an application-declaration and 
amendments thereto with this Commission pur- 
suant to Sections 6(a),7,9(a), and 10 of the Public 
Utility Holding Company Act 1935 (‘Act’) and Rule 
50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


National proposes to issue and sell from time to 
time during the period from January 21, 1980, 
through December 31, 1980, up to $30,000,000 
aggregate principal amount at any one time out- 
standing of its short-term unsecured notes to The 
Chase Manhattan Bank, N.A. (‘Chase’) and to 
loan the proceeds therefrom to Distribution Corpo- 
ration. Such short-term unsecured notes issued to 
Chase will be dated as of the date of issue, will 
mature not later than twelve months from the date 
thereof, will be prepayable at any time without 
premium, and will bear interest equal to the Chase 
prime rate as it fluctuates from time to time. Inter- 
est will be payable quarterly until the principal 
amount is paid in full. In addition, National has in- 
formally agreed with Chase to maintain average 
balances of 20% of the average loans outstand- 
ing; however, the average balances maintained for 
normal operating needs are stated to be sufficient 
to cover these amounts. Assuming an average 
balance of 20% was required, the effective cost of 
money, based on a 15.25% prime rate, would be 
19.0625%. There will be no commitment fee or 
any closing or related costs in connection with the 
above borrowings. National presently intends to 
repay the $30,000,000 through monies received 
from Distribution Corporation, from bank loans, or 
from the sale of long-term securities. 


National proposes to use the proceeds from the 
sale of its short-term notes to acquire up to 
$30,000,000 aggregate principal amount at any 
one time outstanding of short-term unsecured 
notes proposed to be issued by Distribution Corpo- 
ration. Each such note will be dated the same date 
and bear the same effective interest rate as the 
related short-term note of National and will mature 
within twelve months from its date of issue, with 
interest payable quarterly until the principal 
amount is paid in full. Distribution Corporation will 
have the option, after payment of all notes of prior 
maturity, to prepay any note issued pursuant to 
this transaction at any time or from time to time, in 
whole or in part, without premium, upon payment 
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of all interest accrued on the principal amount so 
prepaid to the date of such prepayment. Distribu- 
tion Corporation intends to use the proceeds from 
the sale of its notes for working capital, including 
working capital in connection with deferred gas 
costs. 


National also proposes to issue and sell from time 
to time during the period from January 21, 1980, 
through December 31, 1980, up to $20,000,000 
aggregate principal amount at any one time out- 
standing of its commercial paper to a dealer in 
commercial paper and/or short-term unsecured 
notes to Chase and to loan the proceeds to Dis- 
tribution Corporation. The decision to issue com- 
mercial paper or short-term notes is at the discre- 
tion of National, except that, if the effective interest 
cost for commercial paper exceeds the cost of 
equivalent borrowings from Chase on the date of 
issue, National will issue its short-term unsecured 
notes to Chase. 


The commercial paper will be sold by National to 
the dealer in minimum sales amounts of not less 
than $50,000 and note denominations of not less 
than $25,000, with varying maturities not to ex- 
ceed nine months, and will not be prepayable prior 
to maturity. No commission will be payable in con- 
nection with the issuance and sale of the commer- 
cial paper; however, the dealer will reoffer and sell 
the commercial paper at a discount rate of % of 
1% per annum less than the prevailing discount 
rate from the dealer to National. The dealer, in 
reoffering the commercial paper, will limit the 
reoffer and sale to a nonpublic list of not more than 
200 buyers of commercial paper. It is anticipated 
that the commercial paper of National will be held 
by the buyer to maturity; however, the dealer may, 
if desired, repurchase the commercial paper and 
reoffer it to others on the list of buyers. 


The short-term unsecured notes issued to Chase 
will mature within 12 months of the date of issue, 
will be payable at any time without premium, and 
will bear interest equal to the Chase prime rate as 
it fluctuates from time to time. Interest will be pay- 
able quarterly until the principal amount is paid in 
full. As set forth above, National has informally 
agreed with Chase to maintain average balances 
of 20% of the average loans outstanding. 


National proposes to use the proceeds from the 
sale of its short-term notes and/or commercial 
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paper to acquire up to $20,000,000 aggregate 
principal amount at any one time outstanding of 
short-term unsecured notes proposed to be issued 
by Distribution Corporation. Each such note will be 
dated the same date and bear the same effective 
interest rate as the related commercial paper 
and/or short-term note of National. Each note re- 
lated to the commercial paper of National will ma- 
ture within nine months from its date of issue, with 
interest payable quarterly until the principal 
amount is paid in full. Each note related to a 
short-term note of National to Chase will mature 
within twelve months from its date of issue, with 
interest payable quarterly until the principal 
amount is paid in full. Distribution Corporation will 
have the option, after payment of all notes of prior 
maturity, to prepay any such note at any time or 
from time to time, in whole or in part, without pre- 
mium, upon payment of all interest accrued on the 
principal amount so prepaid to the date of such 
prepayment. 


Distribution Corporation proposes to use the pro- 
ceeds from the sale of its notes pursuant to this 
transaction for working capital, including working 
capital in connection with deferred gas costs. Na- 
tional presently intends to repay its borrowings of 
$20,000,000 through monies received from Dis- 
tribution Corporation, from bank loans, or from the 
sale of long-term securities. 


National further proposes to establish lines of 
credit with various banks aggregating $50,000,000 
and to issue and sell from time to time during the 
period from January 21, 1980, through December 
31, 1980, short-term unsecured notes pursuant 
thereto, up to an aggregate principal amount at 
any one time outstanding of $50,000,000 and loan 
the proceeds therefrom to Supply Corporation. 
The names of the banks and the maximum amount 
to be borrowed and outstanding at any one time 
from each bank are as follows: 


BUFFALO GROUP 


Marine Midland 
Bank-Western-Buffalo, NewYork 
Manufacturers and Traders Trust 
Company-Buffalo, New York 
Liberty National Bank & Trust 
Company-Buffalo, New York 


$20,200,000 
11,000,000 


4,000,000 
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ERIE GROUP 


* First National Bank of 
Pennsylvania-Erie, Pennsylvania 
Marine Bank-Erie, Pennsylvania 
Warren National Bank-Warren, 
Pennsylvania 


2,600,000 
1,700,000 


1,700,000 
OIL CITY GROUP 


* First Seneca Bank & Trust Co.-Oil 
City, Pennsylvania 

Pennsylvania Bank & Trust 
Co.-Titusville, Pennsylvania 
Northwest Pennsylvania Bank & 
Trust Co.-Oil City, Pennsylvania 
McDowell National Bank-Sharon, 
Pennsylvania 


3,200,000 
2,400,000 
1,700,000 


1,500,000 
$50,000,000 


* Agent Bank 


The notes will be dated the date of issue, will ma- 
ture not later than twelve months from the date 
thereof, and will be prepayable at any time, in 
whole or in part, without penalty or premium. The 
notes issued and sold to the Erie and Oil City 
banks will bear interest at the prime rate of interest 
in effect from time to time at Chase. The notes is- 
sued and sold to the Buffalo banks will bear inter- 
est at the prime rate of interest in effect from time 
to time of each individual bank. Interest will be 
payable monthly until the principal amount is paid 
in full. There will be no commitment fee or any 
closing or related costs in connection with the 
above borrowings. 


National proposes to use the proceeds from the 
sale of such short-term notes to acquire for cash 
from time to time up to $50,000,000 aggregate 
principal amount at any one time outstanding of 
short-term unsecured notes proposed to be issued 
by Supply Corporation. Each note will be dated the 
date and bear the effective interest rate of the re- 
lated short-term notes of National. Each note will 
mature within twelve months from its date of issue, 
with interest payable monthly until the principal 
amount is paid in full. Supply Corporation will have 
the option to prepay any note issued pursuant to 
this transaction at any time or from time to time, in 
whole or in part, without penalty or premium, upon 
payment of all interest accrued on the principal 
amount so prepaid to the date of such prepay- 
ment. 
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Supply Corporation intends to use the proceeds 
from the sale of its notes for working capital and to 
purchase gas placed in storage during the summer 
months. Repayment of these notes by Supply 
Corporation will be made as gas is withdrawn from 
storage and sold and from funds generated inter- 
nally. 


Finally, it is stated that during 1980, Supply Corpo- 
ration will have excess cash resulting from the sale 
by Supply Corporation of gas withdrawn from stor- 
age. Thus, Supply Corporation and Distribution 
Corporation request authority during the period 
from January 21, 1980, through December 31, 
1980, for Supply Corporation to loan and reloan to 
Distribution Corporation excess cash generated as 
a result of the sale by Supply Corporation of gas 
withdrawn from storage to the extent that such 
cash is available and is required by Distribution 
Corporation for working capital, but not in excess 
of $50,000,000 aggregate principal amount at any 
one time outstanding. The funds would be loaned 
in exchange for unsecured notes maturing within 
one year. Interest will be payable monthly, at the 
commercial paper rate applicable to National in 
effect at the time the loan is made. Distribution 
Corporation will have the option, after payment of 
all notes of prior maturity, to prepay any such note 
at any time or from time to time in whole or in part, 
without premium, upon payment of all interest ac- 
crued on the principal amount so prepaid to the 
date of such prepayment. Distribution Corporation 
proposes to repay these loans through monies re- 
ceived as a result of bank borrowings or the sale 
of commercial paper by National as outlined 
above. 


It has been requested that authorization be 
granted to file on a quarterly basis certificates 
under Rule 24 with respect to the proposed trans- 
actions and that the issuance and sale of the 
commercial paper be exempted from competitive 
bidding pursuant to Rule 50(a)(5). 


The fees and expenses to be incurred in connec- 
tion with the proposed transactions are estimated 
at $4,800. No state or federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
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(HCAR No. 21350), and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that the time for filing the certification 
thereunder with respect to the proposed transac- 
tions is extended as requested so as to allow filing 
on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21403/January 21, 1980 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


GULF POWER COMPANY 
Pensacola, Florida 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


MISSISSIPPI POWER COMPANY 
Gulfport, Mississippi 


(70-6367) 


ORDER AUTHORIZING ISSUANCE OF FIRST 
MORTGAGE BONDS FOR SINKING FUND PUR- 
POSES 


Alabama Power Company (‘‘Alabama’’), Gulf 
Power Company (‘‘Gulf’), Georgia Power Com- 
pany (‘Georgia’), and Mississippi Power Com- 
pany (‘Mississippi’), all of which are public-utility 
subsidiaries of The Southern Company, a regis- 
tered holding company, have filed a declaration 
and an amendment thereto with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding company Act of 1935 (‘Act’) and Rule 
50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


Alabama, Georgia, Gulf, and Mississippi propose 
to issue their respective first mortgage bonds 
(“sinking funds bonds’) and to surrender such 
sinking fund bonds to the trustees under their re- 
spective indentures for the purpose of satisfying 
the sinking fund (improvement funds, in the case 
of Alabama) requirements thereunder to be satis- 
fied on or prior to June 1, 1980. The amounts and 
series of sinking fund bonds proposed to be issued 
are as follows: 


The sinking fund bonds are to be issued on the 
basis of unfunded net property additions, thus 
making available for general corporate purposes 
cash which would otherwise be needed to satisfy 
the sinking fund requirements or to purchase 
bonds to be used for such purpose. It is stated that 
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the issuance of the sinking fund bonds is exempt 
from the competitive bidding requirements of Rule 
50 by reason of clause (a)(5) thereof inasmuch as 
such bonds will not constitute obligations of the 
companies for the payment of money. 


Each of the indentures has similar coverage re- 
quirements regarding the issuance of bonds for 
sinking (improvement) fund purposes. Currently, 
Alabama does not have the necessary coverage to 
issue any additional bonds under its indenture be- 
cause of inadequate earnings. If, at the time 
necessary to satisfy the sinking fund requirement, 
Alabama is unable to issue additional bonds for 
that purpose, it will be necessary for Alabama to 
satisfy such requirement by depositing cash or 
reacquired bonds with its trustee. 


The issuance of the sinking fund bonds by 
Alabama and Gulf have been expressly authorized 
by the Alabama Public Service Commission and 
the Florida Public Service Commission, respec- 
tively. Georgia has not yet obtained authorization 
from the Georgia Public Service Commission with 
respect to the issuance of its bonds, and, accord- 
ing, jurisdiction thereover will be reserved herein. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21258), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied with respect to the issuance of sinking 
fund bonds by Alabama, Gulf, and Mississippi and 
that no adverse findings are necessary with re- 
spect to those transactions and that it is appropri- 
ate in the public interest and in the interest of in- 
vestors and consumers that said declaration, as 
amended, be permitted to become effective with 
respect to the issuance of sinking fund bonds by 
Alabama, Gulf, and Mississippi: 


IT |S ORDERED, pursuant to the applicable provi- 
sions of the Act and the rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith with re- 
spect to the issuance of sinking fund bonds by 
Alabama, Gulf, and Mississippi, subject to the 
terms and conditions prescribed in Rule 24 prom- 
ulgated under the Act. 


Volume 19, No. 5, February 5, 1980 


IT IS FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved with respect to the is- 
suance of sinking fund bonds by Georgia pending 
completion of the record with respect to that trans- 
action. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21404/January 22, 1980 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6394) 


ORDER AUTHORIZING ISSUE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Indiana & Michigan Electric Company, (‘l&M’’), an 
electric utility subsidiary company of American 
Electric Power Company, Inc. (‘AEP’), a regis- 
tered holding company, has filed with this Com- 
mission a declaration and amendments thereto 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 50 
promulgated thereunder regarding the following 
proposed transaction. 


1&M proposed to issue and sell, subject to com- 
petitive bidding requirements of Rule 50 under the 
Act, up to $55,000,000 aggregate principal amount 
of its first mortgage bonds of a new series 
(“Bonds”), to mature in not less than 5 years and 
not more than 30 years. The interest rate (which 
will be expressed in a multiple of % of 1%) and the 
price to be paid to 1&M for the Bonds (which shall 
not be less than 100%, unless the Company shall 
authorize a lower percentage not less than 99%, 
and shall not exceed 102.75%) will be determined 
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by competitive bidding. The terms of the Bonds will 
preclude I&M from redeeming any such Bonds 
prior to a date five years subsequent to the first 
day of the month in which the Bonds are first au- 
thenticated and delivered, if such redemption is for 
the purpose of refunding such Bonds through the 
use, directly or indirectly, of borrowed funds at an 
effective interest cost of less than the effective 
interest cost to 1&M of such Bonds. The Bonds will 
be issued under an indenture supplemental 
(“Supplemental Indenture’) to 1&M’s Mortgage 
and Deed of Trust, dated as of June 1, 1939, as 
amended and supplemented, and that, in the 
Supplemental Indenture, 1&M will formally convey 
to the Trustees under said Mortgage and Deed of 
Trust the properties formally owned by Indiana & 
Michigan Power Company, which were acquired 
by 1&M as a result of the merger which was com- 
pleted on November 30, 1979. The Bonds will not 
be issued and sold, however, unless |&M shall re- 
ceive, subsequent to December 31, 1979 and prior 
to such sale, one or more cash capital contribu- 
tions in an aggregate amount of $25,000,000 from 
AEP. The making of such cash capital contribu- 
tions by AEP is the subject of a separate applica- 
tion with this Commission (File No. 70-6361). 


The proceeds from the sale of the Bonds, together 
with the proceeds of the cash capital contributions 
and any other funds available to 1&M, will be used 
to repay unsecured short-term indebtedness of 
1&M consisting of notes payable to banks and 
commercial paper. As of November 14, 1979, |&M 
had approximately $107,440,000 principal amount 
of short-term debt outstanding, and it is anticipated 
that, at the time of the sale of the Bonds, not less 
than $100,000,000 aggregate principal amount of 
such unsecured short-term debt will be outstand- 
ing. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated at 
$236,410; including legal fees of $65,000. The 
Public Service Commission of Indiana and the 
Michigan Public Service Commission have ap- 
proved the proposed transaction. No other state 
commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21343), 
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and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interst 
and in the interest of investors and consumers that 
said declaration, as amended, be permitted to be- 
come effective. 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21405/January 22, 1980 


In the Matter of 


VERMONT YANKEE NUCLEAR POWER 
COOPERATION 

77 Grove Street 

Rutland, Vermont 05701 


(70-6405) 


NOTICE OF PROPOSED SHORT-TERM BOR- 
ROWING 


NOTICE IS HEREBY GIVEN that Vermont Yankee 
Nuclear Power Corporation (‘‘Vermont Yankee’), 
an electric utility subsidiary of both New England 
Electric System and Northeast Utilities, registered 
holding companies, has filed with this Commission 
a declaration pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Section 
6 of the Act and Rule 50(a)(2) promulgated there- 
under as applicable to the proposed transaction. 
All interested persons are referred to the declara- 
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tion, which is summarized below, for a complete 
statement concerning the proposed transaction. 


Vermont Yankee operates a 540 MW nuclear- 
powered generating plant in Vernon, Vermont. 
During 1980 and 1981, Vermont Yankee will be 
receiving shipments for uranium for ultimate fabri- 
cation into nuclear fuel for its reactor and will be 
making capital improvements which will necessi- 
tate payments in excess of Vermont Yankee’s cur- 
rent lines of credit. Vermont Yankee currently 
maintains lines of credit in the principal amount of 
$6,000,000 each with the First National Bank of 
Boston and Chase Manhattan Bank (the “Banks’). 
As of November 30, 1979, Vermont Yankee had 


$4,000,000 in loans outstanding under those lines. 


Vermont Yankee requests a short-term borrowing 
authorization through December 31, 1981 of up to 
$16,000,000 aggregate principal amount ous- 
tanding at any one time. It is anticipated that these 
borrowings will be repaid during such period by 
internally generated funds. The borrowings would 
be from the Banks pursuant to proposed increased 
lines of credit ($8,000,000 with each Bank) and 
would be evidenced by promissory notes having a 
maturity of up to three months from date of is- 
suance and bearing interest at the Bank’s prime 
rate. The Banks will require compensating bal- 
ances equal to 7.5% of the lines and 7.5% of any 
borrowings thereunder. It is stated that assuming 
full borrowings under the lines and a prime rate of 
15 %4% per annum, the effective costs of borrow- 
ings would be 17.94%. 


Vermont Yankee claims an exemption from the 
competitive bidding requirements of Rule 50 pur- 
suant to paragraph (a)(2) since the short-term 
promissory notes maiure in less than 10 years, will 
be issued to commercial banks not for resale to 
the public and provide for no finder’s fee or similar 
fees to third persons for negotiating the transac- 
tion. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are $3,250, in- 
cluding legal fees of $750. It is stated that no state 
commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than February 15, 1980, re- 
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quest in writing that a hearing be held on such 
matter, stating the nature of his interest, the rea- 
sons for such request, and the issues of fact or law 
raised by said declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date the declaration, as filed or as it may 
be amended, may be permitted to become effec- 
tive as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any 
notices and orders issued in this matter, including 
the date of the hearaing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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~ PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21406/January 22, 1980 


In the Matter of 


NEW ENGLAND POWER COMPANY 
25 Research Drive 
Westborough, Massachusetts 01581 


(70-6398) 


NOTICE OF PROPOSED TRANSACTIONS RE- 
LATED TO FINANCING CONSTRUCTION OF 
POLLUTION CONTROL FACILITIES; REQUEST 
FOR EXEMPTION FROM COMPETITIVE BID- 
DING 


NOTICE IS HEREBY GIVEN that New England 
Power Company (‘“‘NEPCO”), an electric utility 
subsidiary company of New England Electric Sys- 
tem, a registered holding company, has filed an 
application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 
1935 (‘Act’), designating Sections 6(a) and 7 of 
the Act and Rule 50 promulgated thereunder as 
applicable to the proposed transactions. All inter- 
ested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


NEPCO proposes to enter into a Loan Agreement 
(“Agreement”) with the Massachusetts Industrial 
Finance Agency (““MIFA”), an independent public 
corporation empowered to issue tax-exempt pollu- 
tion control bonds for the benefit of industrial en- 
terprises, concerning the financing of certain pol- 
lution control facilities being constructed at 
NEPCO’s Brayton Point generating station in 
Somerset, Massachusetts. NEPCO is converting 
three of the four generating units at Brayton Point 
from oil burning to coal and must construct pollu- 
tion control facilities in order to comply with federal 
and Massachusetts environemntal standards. It is 
currently estimated that the total cost of coal con- 
version will be approximately $175 million. NEPCO 
believes that about $90 million will be eligible for 
tax-exempt pollution control financing. 


Under the Agreement, MIFA will issue bonds to the 
public and loan the proceeds to NEPCO, which, in 
turn, will issue general and refunding bonds (G & 
R Bonds) to MIFA in equivalent amounts with 
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payments to be made to MIFA at such times and in 
such amounts as will correspond to the payments 
for principal, premiums and interest on MIFA’s 
bonds. The vehicle for making payments to MIFA 
will be the Series C and D G & R Bonds. The pro- 
ceeds of the MIFA bond sale will be deposited with 
a corporate trustee (the “MIFA Trustee’) and will 
be released to NEPCO for the payment of costs, 
as they are incurred, of pollution control expendi- 
tures relating to the coal conversion project. 
NEPCO will not be a party to the underwriting 
agreement between MIFA and the underwriters but 
that agreement will provide that the terms of the 
bonds and their sale by MIFA shall be satisfactory 
to NEPCO. 


In light of current high interest rates, NEPCO pro- 
poses to complete this financing in two phases. 
The first phase will be the issue of 3 year MIFA 
Bonds. The principal amount of these bonds will 
not exceed $90 million. The interest rate, form and 
maturity of these bonds will be approved by the 
board of directors of MIFA. It is stated that further 
orders from state commissions will be necessary if 
the interest rate exceeds 9% per year. It is ex- 
pected that the 3 year MIFA Bonds will be re- 
deemable during the last year, however, if market 
conditions require, these bond will not be redeem- 
able prior to maturity, except upon the occurrence 
of certain events such as loss of tax-free status, 
destruction of the pollution control facilities, etc. 


The second phase will be the refinancing of the 3 
year MIFA Bonds with long-term bonds having a 
maturity of not to exceed 30 years. The structure 
of the 30 year financing will be similar to the 3 year 
financing, except for interest and redemption pro- 
visions. The 30 year MIFA Bonds will be redeema- 
ble as a whole or in part at the option of MIFA, 
upon 30 days notice, after the expiration of 10 
years from the date of the bonds, or at any time 
upon the occurrence of certain events such as loss 
of tax-free status or destruction of the polllution 
control facilities. The Agreement will provide that 
MIFA will exercise its redemption option at 
NEPCO’s request. The bonds will be subject to 
mandatory redemption through operation of a 
sinking fund as may be agreed upon prior to the 30 
year issue. If the 30 year MIFA Bonds are issued 
prior to the date when the 3 year MIFA Bonds 
mature or are to be redeemed, the proceeds from 
the long-term issue will be deposited with the 
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MIFA Trustee who will hold the proceeds or in- 
vestments thereof in trust for the benefit of the 
bondholders. The MIFA Trustee will, upon receipt 
of the proceeds, deliver an equivalent amount of 
the 3 year G & R Bonds to NEPCO. 


NEPCO will evidence its obligations to MIFA by 
the delivery of G & R Bonds in principal amount 
equal to the principal amount of the MIFA Bonds. 
There will be a separate issue of G & R Bonds as 
part of both MIFA Bond issues in order that the 
interest rate, maturity and redemption provisions 
may be equivalent to that of the MIFA issues which 
they support. The first NEPCO issue will not ex- 
ceed $90 million of General and Refunding 
Mortgage Bonds, Series C, due 1983. The Series 
C Bonds will be the third issue under NEPCO’s 
General and Refunding Mortgage indenture and 
Deed of Trust (G & R Indenture) dated as of 
January 1, 1977 as amended and supplemented. 
The second issue will be not exceeding $90 million 
of General and Refunding Mortgage Bonds, Series 
D. 


The G & R Indenture requires that first mortgage 
bonds be issued and pledged to the maximum 
amount permissable (less a reserve for sinking 


and improvement fund requirements) under the 
First Mortgage indenture as additional security for 
all G & R Bonds. The series C and D Bonds will 
have a lien subordinate to NEPCO’s first mortgage 
bonds. 


At the time Series C Bonds are issued, NEPCO 
will issue and pledge Seriex X First Mortgage 
Bonds, in an amount not to exceed $20 million, to 
the trustee under the G & R Indenture (“G & R 
Trustee’). This represents a first mortgage claim 
for the holders of G & R Bonds, including the 
Series C Bonds. The exact amount of the Series X 
Bond issue will be determined at the time the 
Series C Bonds are issued. The Series X Bonds 
will not pay interest as long as interest payments 
are made on the Series C Bonds, and to the extent 
payments of principal are made on the Series X 
Bonds, the debt due from NEPCO to the holders of 
the Series C Bonds will be reduced so there will be 
no double recovery. 


At the time the Series D Bonds are issued, 
NEPCO will issue and pledge Series Y First 
Mortgage Bonds in an amount not to exceed $90 
million. The Series Y Bonds will be pledged to the 
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G & R Trustee as security for holders of all G & R 
Bonds. The provisions of these bonds, except for 
interest rates, maturity, redemption provisions and 
a sinking fund, will be essentially the same as 
those for the Series X Bonds. The exact amount of 
these bonds will depend upon the property then 
available. 


When the amount of the pledged first mortgage 
bonds equals the amount of G & R Bonds, the se- 
curity will be equivalent to that of first mortgage 
bonds. No new first mortgage bonds will be issued 
to the public under the first mortgage indenture, 
however, the other provisions of the first mortgage 
indenture, including the improvement fund, 
maintenance obligations and similar protections 
will remain in full force. When there are no more 
publicly held first mortgage bonds, the first 
mortgage indenture will be discharged and the G & 
R Bonds will have a first mortgage lien. 


NEPCO requests that the issuance of Series C 
and D Bonds be exempted from the competitive 
bidding requiremenis of Rule 50 pursuant to pava- 
graph (a)(5) thereof, and requests exemption from 
such requirements for the proposed issue and 
pledge of Series X and Y Bonds pursuant to para- 
graph (a)(4) thereof. 


The fees and expenses to be incurred in connec- 
tion with this transaction will be supplied by 
amendment. It is stated that the Massachusetts 
Department of Public Utilities, the New Hampshire 
Public Utilities Commission, the Vermont Public 
Service Board and the Connecticut Public Utilities 
Control Authority have jurisdiction over the pro- 
posed transactions and that no other state com- 
mission and no federal commission, other than this 
Commission has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 19, 1980, re- 
quest in writing that a hearing be held on such 
matter, stating the nature of his interest, and rea- 
sons for such request, and the issues of fact or law 
raised by said application-declaration which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
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applicant-declarant at the above-stated address 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the appli- 
cation-declaration, as filed or as it may be 
amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11024/January 18, 1980 


In the Matter of 


CONTINENTAL ILLINOIS LEASING 
CORPORATION 

231 South LaSalle Street 

Chicago, Illinois 60693 


and 


CUIC INVESTORS CO. #12 
AE!IC INVESTORS CO. #12 
EFIC INVESTORS CO. #12 
NACA INVESTORS CO. #12 
100 West Tenth Street 
Wilmington, Delaware 19801 


(812-4585) 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 3(b)(2) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY IS NOT AN INVEST- 
MENT COMPANY OR, ALTERNATIVELY, FOR 
AN ORDER PURSUANT TO SECTION 6(c) 
EXEMPTING COMPANY FROM ALL PROVI- 
SIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Continental Il- 
linois Leasing Corporation, CUIC Investors Co. 
#12, AEIC Investors Co. #12, EFIC Investors Co. 
#12, and NACA Investors Co. #12 (‘‘Applicants’’) 
have filed an application on December 19, 1979, 
pursuant to Section 3(b)(2) of the Investment 
Company Act of 1940 (‘Act’), for an order of the 
Commission declaring that the Niagara Mohawk 
Power Corporation Preferred Trust (“NMPC Pre- 
ferred Trust’) is not an investment company, or, 
alternatively, for an order pursuant to Section 6(c) 
of the Act exempting the NMPC Preferred Trust 
from all provisions of the Act. All interested per- 
sons are referred to the application filed with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Continental Illinois Leasing Corporation (‘“‘CILC’”), 
a Delaware corporation, is a wholly-owned 
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subsidiary of Continental Illinois Corporation, a 
publicly owned company. CUIC Investors Co. #12 
(“CUIC”), AEIC Investors Co. #12 (““AEIC”), EFIC 
Investors Co. #12 (‘EFIC’”), and NACA Investors 
Co. #12 (‘NACA’) are Delaware corporations, 
which are wholly-owned subsidiaries, respectively, 
of CUIC Leasing, Inc., AEIC Leasing Inc., EFIC 
Leasing Inc., and NACA Leasing Inc. Each such 
leasing company is a Delaware corporation. Such 
leasing companies are wholly-owned subsidiaries, 
respectively, of Commercial Union Insurance 
Company, American Employers’ Insurance Com- 
pany, The Employers’ Fire Insurance Company 
and The Northern Assurance Company of 
America. Each such insurance company is a Mas- 
sachusetts corporation with its principal office at 
One Beacon Street, Boston, Massachusetts 
02108. Each such insurance company is a 
wholly-owned subsidiary of Commercial Union 
Corporation, a Delaware corporation, which is a 
wholly-owned subsidiary of Commercial Union As- 
surance Company Limited, a publicly owned com- 
pany incorporated under the laws of the United 
Kingdom. 


The application states that CILC proposes to in- 
vest $5 million in the transaction which is the 
subject matter of the application. CILC’s total as- 
sets aggregate approximately $269,000,000 as of 
July 31, 1979, none of which represents invest- 
ments in ‘investment companies” within the 
meaning of the Act. The application asserts that 
after giving effect to this transaction, CILC‘s 
aggregate investment in “investment companies” 
would constitute less than two percent of its in- 
vestment portfolio. The application further states 
that CUIC, AEIC, EFIC, and NACA propose to in- 
vest $3,400,000, $975,000, $400,000 and 
$225,000, respectively, in the transaction which is 
the subject matter of the application. Aggregate 
investments of the parent insurance companies of 
CUIC, AEIC, EFIC and NACA are approximately 
$948,000,000, $263,000,000, $103,000,000 and 
$59,000,000 respectively, as of September 30, 
1979. The application states that the aggregate in- 
vestment of the Applicants and their parent com- 
panies in “investment companies” within the 
meaning of the Act appears to be less than 
$50,000 as of September 30, 1979. 


The application states that Applicants will enter 
into a trust agreement (the “Trust Agreement’), 
with United States Trust Company of New York as 
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owner trustee (the “Owner Trustee”), for the pur- 
pose of acquiring from Niagara Mohawk Power 
Corporation, a publicly owned electric and gas 
utility incorporated under the laws of the State of 
New York (“NMPC”), 1,600,000 shares of $25 par 
value ($40,000,000 total purchase price), sinking 
fund preferred stock (the “Preferred Stock”), of a 
new series ranking pari passu with all existing and 
future series of NMPC preferred stock. The trust 
thereby created will be the NMPC Preferred Trust. 
The Preferred Stock will yield dividends accruing 
from the dates of issue thereof at the annual rate 
of 8.20 percent. The dividend rate may be ad- 
justed to a maximum of 8.60 percent if certain 
economic or tax conditions have changed as of 
such dates. The purpose of the formation of the 
NMPC Preferred Trust is to permit the Applicants 
to make their pro rata investments in the Preferred 
Stock and to finance and account for a portion of 
the cost of such investment on a non-recourse 
basis. 


The application further states that NMPC Preferred 
Trust’s capital will consist of $10,000,000 of 
equity, equal to 25 percent of the total cost of the 
Preferred Stock, contributed by the Applicants as 
the beneficial owners, in proportion to their re- 
spective interests in the NMPC Preferred Trust, 
and also of the proceeds of a private placement of 
the NMPC Preferred Trust’s 10-7/8% Secured 
Notes Due 2001 (the ‘‘Notes’’) aggregating 
$30,000,000 in principal amount, to be issued 
under a trust indenture and security agreement 
(the “Indenture”) between the Owner Trustee and 
a corporate trustee, as indenture trustee (the “In- 
denture Trustee”). The notes will be purchased by 
two institutional investors, Connecticut General 
Life Insurance Company and John Hancock 
Mutual Life Insurance Company (the ‘“Purchas- 
ers’). The Notes will be secured by the Preferred 
Stock and, in implementation of such security 
interest, the certificates for the Preferred Stock will 
be physically delivered to the Indenture Trustee. 


The application states that both the Preferred 
Stock and the Notes are being purchased in pri- 
vate placement transactions, with the Applicants 
representing that the stock is being acquired by 
the NMPC Preferred Trust for investment and not 
with a view to any resale or distribution thereof 
and, similarly, the Purchasers representing that 
the Notes are being acquired for investment and 
not with a view to any resale or distribution 
thereof. 
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The application siates that the Owner Trustee will 
not have the power to reinvest moneys in addi- 
tional securities or in any manner to vary the in- 
vestment of the Applicants. Furthermore, since the 
Owner Trustee is required by the Trust Agreement 
to distribute all amounts received with respect to 
the NMPC Preferred Trust promptly upon receipt, 
in the order of priority stated in the Trust Agree- 
ment, no reinvestment of such amounts is possi- 
ble. 


Section 3(a) of the Act defines an ‘investment 
company” to include “any issuer” which “(1) is or 
holds itself out as being engaged primarily, or pro- 
poses to engage primarily, in the business of in- 
vesting, reinvesting, or trading in securities’ or 
(3) is engaged or proposes to engage in the busi- 
ness of investing, reinvesting, owning, holding, or 
trading in securities, and owns or proposes to ac- 
quire investment securities having a value ex- 
ceeding 40 per centum of the value of such is- 
suer’s total assets (exclusive of Government secu- 
rities and cash items) on an unconsolidated 
basis.” The Preferred Stock constitutes “invest- 
ment securities” as defined in the Act, and ‘“‘is- 
suer” as defined includes “a trust’. 


While the application states that Applicants believe 
that the NMPC Preferred Trust is not engaged in 
the “business’ of investing, reinvesting, owning, 
holding or trading in the securities, but rather is 
merely a vehicle for the investment being made by 
the Applicants, inasmuch as the Preferred Stock 
constitutes the NMPC Preferred Trust's only sig- 
nificant asset and the NMPC Preferred Trust has 
no function other than as set forth in the Trust 
Agreement in respect of the Preferred Stock, the 
inference could be drawn that the NMPC Preferred 
Trust is, primarily or otherwise, engaged in the 
business of “investing” or “owning” or “holding” 
the Preferred Stock. 


Section 3(b)(2) of the Act excludes from the defini- 
tion of investment company “[a]ny issuer which 
the Commission, upon application by such issuer, 
finds and by order declares to be primarily en- 
gaged in a business or businesses other than that 
of investing, reinvesting, owning, holding, or trad- 
ing in securities. . . .” In the alternative to issuance 
by the Commission of an order pursuant to Section 
3(b)(2), the application requests that the Commis- 
sion issue an appropriate order under Section 6(c) 
exempting the NMPC Preferred Trust from all the 
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provisions of the Act and the rules and regulations 
thereunder. Section 6(c) of the Act provides that 
the Commission by order upon application may 
conditionally or unconditionally exempt any person 
or transaction from any provision or provisions of 
the Act to the extent such exemption is necessary 
or appropriate in the public inteest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


The application submits that while the NMPC 
Preferred Trust may be regarded, literally speak- 
ing, as investing in the Preferred Stock and owning 
and holding the same under the terms of the Trust 
Agreement, looking to the realities of the transac- 
tion, these literal functions may not fairly be re- 
garded as comprising the “business” of the trust. 
According to the application, the purchase of the 
Preferred Stock by the NMPC Preferred Trust is 
dictated by the investment commitment of the Ap- 
plicants and represents in no manner any invest- 
ment judgement on the part of the Owner Trustee. 
Furthermore, the provisions of the Trust Agree- 
ment prevent the Owner Trustee from disposing of 
the Preferred Stock or varying in any manner the 
investment of the Applicants, and physical control 
of the certificates representing the Preferred Stock 
will have been transferred by the Owner Trustee to 
the Indenture Trustee in perfection of the security 
interest in the Preferred Stock granted in favor of 
the holders of the Notes. The NMPC Preferred 
Trust is the vehicle through which the Applicants 
will have made their investment in the Preferred 
Stock and the function of the Owner Trustee under 
the Trust Agreement will be a corporate trust func- 
tion, namely, that of acquiring the Preferred Stock, 
effectuating the financing transaction with the Pur- 
chasers (which will include surrendering posses- 
sion of the certificates for the Preferred Stock) and 
collecting and disbursing distributions on the Pre- 
ferred Stock. Under the security arrangements for 
the Notes, distributions on the Preferred Stock will 
first be applied as debt service on the Notes; any 
remaining distribution balances will then be dis- 
bursed to the Applicants as the return on their 
equity investment. 


The application submits that the purchase of the 
Notes by the Purchasers is not the kind of trans- 
action anticipated by the Act. Payment of the 
Notes will not be in any way dependent on any in- 
vestment policy or activities of the Owner Trustee, 
and therefore the Purchasers do not require the 
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protection afforded by the Act. Moreover, the ap- 
plication contends that the NMPC Preferred Trust 
would probably be excluded from the definition of 
investment company by the proposed amendment 
to Rule 3c-2 of the Act. 


The Applicants have agreed and consented that 
the NMPC Preferred Trust will not issue any addi- 
tional debt or any equity securities unless the 
Owner Trustee shall first have given written notice 
to the Commission describing the proposed is- 
suance of such additional securities, at least 30 
days prior to the date of such proposed issuance. 
If the Commission shall, after receipt of said writ- 
ten notice, determine that a substantial question 
shall exist as to whether the exemption granted by 
the order requested hereunder should continue, it 
shall mail or otherwise give notice to that effect to 
the Owner Trustee at its office located at 130 John 
Street, New York, New York 10038, Attention: 
Corporate Trust & Agency Division (or at such 
other address as the Owner Trustee may have 
previously specified in writing to he Commission) 
within 15 days after the receipt by the Commission 
of said written notice from the NMPC Preferred 
Trust. If the Commission shall give such notice to 
the Owner Trustee, the NMPC Preferred Trust will 
not consummate the proposed issuance of such 
additional debt or equity securities except in ac- 
cordance with an appropriate order of the Com- 
mission. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 12, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied 
by a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon Applicant(s) at the address(es) 
stated above. Proof of such service (by affidavit, or 
in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the application will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
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mission's own motion. Persons who request a 
hearing, or advice as to whether a hearing is or- 
dered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11025/January 18, 1980 


In the Matter of 


AMERICAN VARIABLE ANNUITY LIFE 
ASSURANCE COMPANY 


THE A.V.A. INCOME FUND 

THE A.V.A. QUALIFIED INCOME FUND 
AMERICAN VARIABLE ANNUITY FUND 
AND 


SMA EQUITIES, INC. 
440 Lincoln Street 
Worcester, MA 01605 


(812-4536) 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 6(c) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER GRANTING EXEMP- 
TIONS FROM SECTIONS 2(a)(32), 2(a)(35), 
22(c), 27(c)(1), 27(c(2), and 27(d) OF THE ACT 
AND RULE 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that American Vari- 
able Annuity Life Assurance Company (the “Com- 
pany”), its separate accounts, The A.V.A. Qual- 
ified Income Fund (“AVAQIF”), The A.V.A. Income 
Fund (“AVAIF’”), and American Variable Annuity 
Fund (‘““AVAF”) (AVAQIF, AVAIF and AVAF here- 
inafter collectively referred to as the “Funds’’) and 
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SMA Equities, Inc. (“SMAE”), the principal under- 
writer for the Funds, (the Company, the Funds and 
SMAE collectively referred to herein as ‘“‘Appli- 
cants”’) filed an application on September 13, 1979 
and Amendment No. 1 thereto on December 28, 
1979 for an order pursuant to Section 6(c) of the 
Investment Company Act of 1940 (the ‘‘Act’’) 
granting exemptions from Sections 2(a)(32), 22(c), 
27(c(1), 27(c)(2), and 27(d) of the Act and Rule 
22c-1 thereunder, to the extent necessary or ap- 
propriate to permit appplicants to offer the variable 
annuity policies described in the application. All 
interested persons are referred to the application 
on file with the Commission for a statement of the 
facts and representations therein, which are sum- 
marized below. 


Introduction 


The Company is a stock life insurance company 
organized under the provisions of the Delaware 
Insurance Code in July, 1974 with its principal op- 
erational office located in Worcester, Mas- 
sachusetts. It is the successor in interest by virtue 
of merger to the stock life insurance company of 
the same name which was incorporated in the 
State of Arkansas in January, 1967. The Company 
is a wholly-owned subsidiary of State Mutual Life 
Assurance Company of America (“State Mutual’), 
a mutual life insurance company incorporated 
under the laws of the Commonwealth of Mas- 
sachusetts in 1844. The Company is registered as 
a broker-dealer under the Securities Exchange Act 
of 1934 and is a member of the national Associa- 
tion of Securities Dealers (“NASD”). 


The Funds are registeres under the Act as open- 
end management investment companies. Te 
Funds are separate accounts of the Company 
maintained pursuant to Section 2933 of the Dela- 
ware Insurance Code for the purpose of holding 
certain assets as reserves for certain of the Com- 
pany’s variable annuity policies. Each Fund con- 
stitutes a “separate account” as defined in Section 
2(a)(37) and Rule 0-1(e) under the Act and com- 
plies with the conditions for availability of the 
exemptive rules referred to therein. 


All series of the Company’s variable annuity 
policies permit purchase payments to be allocated 
to AVAF. The principal investment objective of 
AVAF is to select investments from the viewpoint 
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of a prudent investor concerned primarily with 
longterm growth of capital in relation to the expan- 
sion of the economy and the changing value of the 
dollar. Issets of expansion of the economy and the 
changing value of the dollar. Assets of AVAF will 
normally consist of a diversified portfolio of com- 
mon stocks and other equity securities. Policies 
participating in AVAF include both those funding 
retirement plans entitled and those not entitled to 
special tax treatment under the Internal Revenue 
Code of 1954 (“‘Code’”’). 


The Company issues a series of variable annuity 
policies pursuant to which purchase payments 
may be allocated to AVAQIF or AVAIF as well as 
to AVAF. AVAQIF is available under contracts is- 
sued in connection with retirement plans qualifying 
under Section 401, 403, 408 or 457 of the Code; 
AVAIF is available under contracts issued in con- 
nection with retirement plans which do not qualify 
for special tax treatment. The principal investment 
objective of both AVAQIF and AVAIF is to seek as 
high a level of current income as is consistent with 
prudent investment management. The assets of 
AVAQIF and AVAIF will normally be invested in a 
diversified portofolio of fixed income securities. 


SMAE serves as the principal under writer for the 
Funds. SMAE is indirectly a wholly-owned sub- 
sidiary of State Mutual organized under the laws of 
the Commonwealth of Massachusetts on March 
27, 1969. SMAE is registered as a broker-dealer 
under the Securities Exchange Act of 1934 and is 
a member of NASD. 


Applicants propose to issue two new series of in- 
dividual variable annuity policies (‘Policies’) to be 
funded by the Funds, one a “single payment” Pol- 
icy (“Single Payment Policy’) and the other an 
“elective payment” Policy (‘‘Elective Payment 
Policy”). The Policies may be used for either im- 
mediate or deferred annuties. Single Payment 
Policies will be available for a single payment in a 
minimum amount of $5,000; no further payments 
will be accepted under such Policies. Elective 
Payment Policies will permit multiple purchase 
payments unlimited as to frequency or number but 
with initial and subsequent payment minimums of 
$600 and $50, respectively. 


The $600 initial payment minimum is reduced to 
$50 in connection with the monthly automatic 
payment plan or a salary reduction/deduction ar- 
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rangement. It is also reduced in connection with 
retirement plans qualified under Section 401 of the 
Internal Revenue Code where the contribution on 
behalf of any employee is less than $600 but more 
than $300 and the average annual contribution per 
eligible participant is at least $600. 


Under each type of Policy net purchase payments 
may be allocated to either AVAF, AVAQIF or 
AVAIF, depending on whether the Policy is issued 
on connection with a tax favored plan, or to the 
general account of the Company for accumulation 
on a fixed basis. Prior to the annuity commence- 
ment date, amounts accumulated under the 
Policies may be transferred among the Funds and 
between any Fund and the Company’s general ac- 
count without imposition of any charge. All trans- 
fers must be with the consent of the Company and 
must comply with whatever maximum and 
minimum dollar limitations and other non- 
discriminatory rules restricting transfers the Com- 
pany may impose. Upon commencement of an- 
nuity payments, the owner of the Policy (‘Policy 
Owner’) may select a variable annuity reflecting 
the performance of AVAF, or a fixed annuity or a 
combination of both. 


Contingent Deferred Sales Charge 


The proposed Policies would assess no sales 
charge from the gross purchase payments under 
the Policies. In lieu of a front-end sales charge, 
Applicants propose to assess a contingent defer- 
red sales charge which will be applied in the case 
of contract surrenders, partial withdrawals or an- 
nuitization under a period certain option during the 
periods described below or in the event the con- 
tract owner annuitizes under an option involving a 
life contingency during the first five contract years. 


Upon surrender, the Policy Owner will be paid an 
amount equal to the accumulated value under the 
Policy minus the amount of the contingent defer- 
red sales charge, if applicable, and the Policy will 
be cancelled. The amount of the charge and the 
period during which the charge is made differs de- 
pending on whether the Policy is a Single Payment 
Policy or an Elective Payment Policy. 


Under Single Payment Policies, the contingent 
deferred sales charge would be assessed on sur- 
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renders during the first nine full contract years as 
follows: 


The charge will be applied as a percentage of the’ 
total accumulated value under the Policy and in no 
event may the charge exceed 6.5% of the gross 
payments. On and after the 10th Policy anniver- 
sary, no charge will be assessed on surrenders of 
a Single Payment Policy. 


Under Elective Payment Policies, the contingent 
deferred sales charge would be assessed on con- 
tract surrenders during the first 14 Policy years as 
follows: 


Years 1-11 
Year 12 


Uear 14 


The charge will be applied as a percentage of the 
total accumulated value under the Policy but in no 
event may the charge exceed 8% of the gross 
purchase payments. On and after the 15th Policy 
year no charge will be assessed on a surrender of 
an Elective Payment Policy. 


Hereinafter the term “Surrender Charge Period” 
shall be used to mean the period during which the 
contingent deferred sales charge would be im- 
posed under Single Payment Policies and the 
period during which the contingent deferred sales 
charge would be imposed under Elective Payment 
Policies described above. 


Both types of Policies would permit a Policy Owner 
to make a partial withdrawal of the accumulated 
value under the Policy at any time prior to the an- 
nuity commencement date subject to $2,000 of ac- 
cumulated value remaining under a Single Pay- 
ment Policy and $200 under the Elective Payment 
Policy. A contingent deferred sales charge will be 
assessed on partial redemptions in the same per- 
centage and during the same period as the charge 
applicable to surrenders described above. The 
contingent deferred sales charge will be assessed 
on partial redemptions as a percentage of the 
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amount redeemed. The amount redeemed will be 
the amount requested by the Policy Owner plus 
the amount of the charge. The amount redeemed 
is calculated by dividing the amount requested by 
the Policy Owner by a number equal to one minus 
the applicable percentage of the charge. The 
charge is calculated by multiplying the amount re- 
deemed by the applicable percentage of the 
charge. A partial redemption will result in cance!l- 
lation of a number of accumulation units equal in 
value to the amount redeemed. 


The contingent deferred sales charge will be as- 
sessed if the Policy Owner elects to begin receiv- 
ing annuity payments under an option involving a 
life contingency during the first five Policy years or 
if an annuity under a period certain option is com- 
menced during the Surrender Charge Period. The 
charge will be 8% under Elective Payment Policies 
and 5% under Single Payment Policies except if 
an annuity under a period certain option is com- 
menced during the Surrender Charge Period, a 
charge will be assessed in the same percentage 
and during the same periods as the charge appli- 
cable to surrenders described above. In all cases, 
the charge will be applied as a percentage of ac- 
cumulated value under the Policy but, under an 
Elective Payment Policy, the charge may not ex- 
ceed 8% of the gross purchase payments and, 
under a Single Payment Policy, the charge may 
not exceed 6.5% of the gross purchase payments. 
During the first five Policy years, the value applied 
under an annuity option involving a life con- 
tingency or, during the Surrender Charge Period, 
the value applied under a period certain option will 
be the accumulated value under the Policy re- 
duced by the amount of the charge. After the expi- 
ration of such periods, the value applied under an 
annuity option will be equal to the accumulated 
value under the Policy. 


In no event may the total of contingent deferred 
sales charges assessed on partial redemptions 
and surrenders or annuitizations described above 
exceed 8% of the gross purchase payments under 
Elective Payment Policies and 6.55 of the gross 
purchase payment under Single Payment Policies. 


In all cases, the contingent deferred sales charge 
will be retained by the Company to reimburse it for 
the expenses incurred in connection with the sale 
of the Policies. These expenses include commis- 
sions, promotional costs, sales administration and 
the like. 
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Other Charges Under the Policies 


On Elective Payment Policies a semi-annual ad- = 4 


ministrative expense charge of $9 will be deducted 
from the accumulated value under the contract by 
cancelling a number of units equal in value to $9; 
no charge will be made if the total accumulated 
value under a Policy exceeds $10,000. Where the 
Policy Owner has allocated amounts to more than 
one account, a percentage of the total $9 charge 
will be deducted from each such account. The per- 
centage of the charge deducted from each account 
will be equal to the percentage which the value in 
that account represents of the total accumulated 
value under the Policy. 


On Elective Payment Policies issued in connection 
with employer-sponsored retirement plans with a 
minimum of 25 participants, the employer, at his 
option, can arrange that the administrative ex- 
pense charge be billed to the employer semi- 
annually at a rate grading downward from $9 per 
policy. 


On Single Payment Policies, an administrative 
charge of $50 will be deducted from purchase 
payments of under $10,000; no administrative 
charge will be made on purchase payments of 
over $10,000. 


The charges described above are for administra- 
tive expenses incident to Policy issue and mainte- 
nance. None of the administrative expense 
charges are directly allocated to sales expenses. 


A daily charge equivalent to 1.50% on an annual 
basis will be made against the assets of each of 
the Funds. The Policies provide that this charge 
can be increased or decreased by vote of the 
Board of Directors of the Company but in no event 
may the charge exceed 1.875% on an annual 
basis. 


Of the 1.50% charge, .25% is paid to the Com- 
pany’s affiliate, Colonial Management Associates, 
Inc., for investment advisory services, .10% is to 
repay the contingency reserve required to be es- 
tablished by the Company under New York Insur- 
ance Law, .15% is for Board of Managers fees and 
expenses and audit fees and 1.00% 7 is for mor- 
tality and expense risks. The expense risk arises 
from the Company’s guarantee that the charges it 
makes will not exceed the limits provided in the 
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Policies and described in the prospectus. The 
mortality risk arises from the Company's guaran- 
tee of annuity rates under the Policies. The Com- 
pany is unable to accurately specify the amount of 
the asset charge which is attributable to either the 
mortality risk or the expense risk. However, the 
Company estimates that a reasonable allocation 
might be .60% for mortality risk and .40% for 
mortality risk and .40% for expense risk. These 
amounts represent the insurance element in the 
Policies. 


Applicants represent that the Company does not 
allocate any portion of the asset charge described 
above to direct recovery of sales expense. The 
total asset charge is allocated to the general ac- 
count of the Company which bears the cost of all 
expenses related to the contracts including mor- 
tality costs, administrative expenses, general ex- 
penses and sales expenses. However, the asset 
charges affect the Company only insofar as they 
relate to revenue from the aggregate of all the 
Policies as offset by the expenses attributable to 
all the Policies. In addition to the other charges 
described above the Company will make a charge 
for state premium taxes, where applicable. Such 
taxes currently range from 0 to 2.50%. 


Discussion 


Applicants assert that the contingent deferred 
sales charge under the proposed new Policies is 
appropriate, in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


Applicants further assert that the contingent defer- 
red sales charge is in the best interests of the pur- 
chasers of the Policies. Applicants have stated 
that, if exemption is granted, it will permit all of the 
purchaser's purchase payments to be invested on 
his behalf immediately and the purchaser would 
enjoy the immediate advantage of having his con- 
tributions to his Policy value increased by the 
amount that would have been deducted if a front- 
end sales charge were assessed. In addition, Ap- 
plicants state that the Policy Owner has the op- 
portunity for the growth in the value of those addi- 
tional accumulation units that would not have been 
purchased were the sales charge deducted from 
the purchase payment. 
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Moreover, Applicants state that if a Policy Owner 
annuitizes under an option involving a life con- 
tingency at any time after the first 5 Policy years or 
under a period certain option after the expiration of 
the Surrender Charge Period and does not surren- 
der the contract or make partial redemptions dur- 
ing the charge periods described above, contribu- 
tions to the Policy will be completely free from im- 
position of any sales charge. Further, additional 
contributions made to the Elective Payment Policy 
after the first 14 years will be completely free of 
imposition of any sales charge even if withdrawn 
immediately. 


Applicants state that the contingent deferred sales 
charge represents a means by which the Company 
can eliminate the sale charge for its deferred an- 
nuity customers with long-term persistency while 
providing for reimbursement to the Company of 
sales and promotional expenses incurred in con- 
nection with Policies whose persistency has not 
been sufficient to permit the Company to otherwise 
recoup such expenses. The amount, the computa- 
tion, and the timing of the contingent deferred 
sales charge are designed to protect the Company 
from the financial loss that would be incurred as a 
result of premature Policy terminations. Applicants 
state that the reason for imposition of the contin- 
gent deferred sales charge on Policies which an- 
nuitize under a period certain option is that this is 
essentially equivalent to a surrender as such op- 
tions can be commuted at any time; the reason for 
imposition of the contingent deferred sales charge 
on Policies which annuitize under an option in- 
volving a life contingency within 5 years is that the 
Policy is not priced to permit the Company to re- 
coup the sales and promotional expense on 
Policies which are used essentially as immediate 
annuities unless such charge is made. However, 
Applicants believe that it is preferable to provide 
for a contingent deferred sales charge on such 
Policies rather than a front end sales charge be- 
cause the purchaser may not be certain at the time 
of purchase when he or she expects to annuitize 
and if he or she should determine to defer annuiti- 
zation by at least 5 years, and does not make a 
surrender, partial redemption or annuitize under a 
period certain option within the Surrender Charge 
Period, the Policy would be completely free from 
sales charge. In the event the purchaser decides 
to a'nsutize within the 5 year period, he or she will 
pay no more than he or she would have paid had 
the charge been front-ended. 
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Applicants represent that the variable annuity 
prospectus will include full disclosure concerning 
the imposition of the contingent deferred sales 
charge so that all Policy Owners can decide 
whether and when surrender, withdrawal or an- 
nuitization would be advantageous. 


Since the Act expressly defines and permits the 
assessment of a “sales load” in connection with 
the issuance of Investment Company securities, 
Applicants state they are aware of no public policy 
reasons that should limit the assessment of such 
charges exclusively to deduction at the time of 
purchase. To the contrary, public policy should 
permit the issuer to defer that charge, with the 
possibility that the charge might never be imposed. 


Section 27(c)(2) 


Applicants believe that the proposed contingent 
deferred sales load is consistent with the lim- 
itations contained in Section 27(c)(2). However, in 
order to avoid any possibility that questions might 
be raised as to the potential applicability of Section 
27(c)(2), Applicants have requested an exemption 
from the operation of the provisions of Section 
27(c)(2) to the extent necessary or appropriate to 
permit Applicants to effect their proposed pricing 
change. 


Section 27(c)(2) of the Act makes it unlawful to sell 
any periodic payment plan certificate unless the 
proceeds of all payments on such certificates are 
deposited with a custodian having the qualifica- 
tions prescribed in Section 26(a)(2), and are held 
by such custodian under an agreement containing 
substantially the provisions required in Section 
26(a)(2) and (3) of the Act. The Policies may be 
deemed to be periodic payment plan certificates. 
However, Section 27(c)(2) excepts deductions for 
sales load from the requirements that the pro- 
ceeds be deposited with a custodian. Applicants 
represent that the contingent deferred sales 
charge is intended specifically to reimburse Appli- 
cants for sales-related expenses. Applicants as- 
sert that the deferral of the imposition of this 
charge, and making it contingent upon an event 
which may never occur, do not change the basic 
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nature of this charge as a sales charge to which 
the Section 27(c)(2) exception should apply. 


Section 2(a)(35) 


Applicants submit that the proposed contingent 
deferred sales charge is consistent with the intent 
of the definition of “sales load” contained in the 
Act. However, in order to avoid any possibility that 
questions might be raised as to the potential 
applicability of Section 2(a)(35), Applicants have 
requested an exemption from the operation of the 
provisions of Section 2(a)(35) to the extent neces- 
sary or appropriate to permit Applicants to offer 
the proposed Policies. Section 2(a)(35) defines 
“sales load” as the difference between the price of 
a security to the public and that portion of the pro- 
ceeds from its sale which is received an invested, 
less any portion of such difference deducted for 
trustee’s or custodian’s fees, insurance premiums, 
issue taxes, or “administrative expenses or fees 
which are not properly chargeable to sales or pro- 
motional activities.’’ Clearly, Section 2(a)(35) 
contemplates that a “sales load” will be charged 
“front end.” The Company proposes to make no 
front-end deduction from purchase payments for 
sales charges. However, the Company will con- 
tinue to incur expenses related to the sale of the 
Policies, including commissions paid to sales per- 
sonnel, costs of advertising and sales promotion, 
costs of the prospectus allocable to new sales and 
sales administration. Applicants represent that the 
money to pay these expenses comes from the 
Company’s general account and that the contin- 
gent deferred sales charge, therefore, would be 
retained by the Company to reimburse it solely for 
expenses related to the sale of the Policies, in- 
cluding commissions, costs of advertising and 
promotional activity, sales administration, cost of 
the prospectus allocable to new sales and like ex- 
penses. Applicants assert that these expenses are 
wholly attributable to sales and promotional activ- 
ity and thus fit squarely within the Section 2(a)(35) 
definition of “sales load,” but for the timing of the 
imposition of the charge. Applicants state that de- 
ferring such sales charge and making it contingent 
upon the occurrence of an event which might 
never happen (i.e., changing the timing of the im- 
position of the charge) permits the Policy Owner to 
have the increment from that part of his purchase 
payment which would otherwise have been de- 
ducted as a sales load, and, possibly, to escape 
imposition of the charge completely. 
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Section 22(c) and Rule 22c-1 


Rule 22c-1 prohibits a registered investment com- 
pany issuing a redeemable security from selling, 
redeeming or repurchasing any such security ex- 
cept at a price based on the current net asset 
value of such security. Applicants submit that the 
contingent deferred sales charge is in no way vio- 
lative of Section 22(c) or Rule 22c-1 promulgated 
thereunder. However, in order to avoid any possi- 
bility that questions might be raised as to the po- 
tential applicability of Section 22(c) and Rule 
22c-1, Applicants have requested an exemption 
from the operation of the provisions of Section 
22(c) and Rule 22c-1 to the extent necessary or 
appropriate to permit Applicants to offer the pro- 
posed new Policies with the Contingent deferred 
sales charge. The value at which a surrender or 
partial withdrawal is effected will be based on the 
current net asset value. The contingent deferred 
sales charge will merely be deducted at such time 
in arriving at the amount to be paid to the Policy 
Owner upon surrender or in determining the re- 
maining accumulated value under the Policy in the 
case of a partial withdrawal. 


Section 27(c)(1) 


Section 27(c)(1) of the Act prohibits restrictions on 
the redemption of periodic payment plan certifi- 
cates. Applicants believe that the assessment of a 
contingent deferred sales charge upon certain sur- 
renders or withdrawals, which will be fully dis- 
closed in the prospectus, should not be construed 
as such a restriction on redemption. However, in 
order to avoid any possibility that questions might 
be raised as to the potential applicability of Section 
27(c)(1) Applicants request an exemption from the 
operation of the provisions of Section 27(c)(1) to 
the extent necessary or appropriate to permit Ap- 
plicants to effect their proposed pricing change. 
The Policies are clearly still redeemable securities, 
whether the sales charge is imposed against the 
purchase payment at the time of purchase, or 
whether such charge is deferred and made contin- 
gent upon an occurrence at a later instant during 
the Policy period. This is particularly true where, 
as here, the deferral of the contingent sales 
charge until a redemption is effected has the gen- 
eral effect of increasing the Policy value that would 
be available for redemption were the sales charge 
deducted from the purchase payment before in- 
vestment on behalf of the owner. 
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Sections 2(a)(32) and 27(d) 

Section 2(a)(32) of the Act defines a redeemable 
security as any security under the terms of which 
the holder is entitled to receive approximately his 
proportionate share of the issuer’s current net as- 
sets, or the cash equivalent thereof. Section 27(d) 
of the Act requires that the holder of a periodic 
payment plan certificate surrender the certificate 
under certain circumstances with the recovery of 
certain front-end sales charges. Applicants submit 
that the imposition of the contingent deferred sales 
charge does not violate Section 2(a)(32) or Sec- 
tion 27(d). However, in order to avoid any possibil- 
ity that questions might be raised as to the poten- 
tial applicability of Sections 2(a)(32) and 27(d), 
Applicants request an exemption from the opera- 
tion of the provisions of Sections 2(a)(32) and 
27(d) to the extent necessary or appropriate to 
permit Applicants to offer the proposed Policies. 
Both Sections 2(a)(32) and 27(d) contemplate the 
assessment of a front-end sales load. For pur- 
poses of Section 2(a)(32), with a front-end load the 
holder’s “proportionate share” would be the gross 
purchase payments, less sales load, plus or minus 
any increase or decrease in valuation. For pur- 
poses of Section 27(d) with a front-end load, the 
holder’s account value would be the gross pur- 
chase payments, less sales load, plus or minus 
any increase or decrease in valuation. In each 
case, the net amount invested contemplates a de- 
duction from gross purchase payments (assuming 
no state premium tax) and, thus, the holder's “pro- 
portionate share” or account value, could be the 
gross purchase payments, plus or minus any in- 
crease or decrease in value, less the contingent 
deferred sales charge. 


Applicants state that deferring the imposition of the 
sales charge in no way restricts the Policy Owner 
from receiving his proportionate share of the value 
of his account on surrender or redemption. The 
contingent deferred rates charge is merely de- 
ductd at the time of redemption in determining the 
proportionate share of account value, rather than 
being deducted from purchase payments. The 
Policy Owner is still entitled to his proportionate 
share of account value. The contingent deferred 
sales charge defers the timing of the imposition of 
the sales charge and makes the charge contingent 
on the occurrence of an event which might never 
occure (i.e., it is imposed only on certain redemp- 
tions or annuitizations rather than being deducted 
from each purchase payment). This permits the 
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purchaser’s net amount invested to be increased, 
with concomitant benefit to the purchaser. 


Séction 6(c) 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes thereof, from any provisions of the Act or 
its Rules and Regulations, if and to the extent 
necessary or appropriate in the public interest, and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provi- 
sions of the Act. 


In veiw of the foregoing, Applicants assert that the 
exemptions requested are appropriate and in the 
public interest, are consistent with the protection 
of investors, and are consistent with the purposes 
fairly intended by the policy and provisions of the 
Act. 


WHEREFORE, Applicants have requested that the 
Commission enter an order pursuant to Section 
6(c) of the Investment Company Act of 1940 
granting the exemptions requested in the Applica- 


tion. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 12, 1980 at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied 
by a statement as to the nature of his interest, the 
reason for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon Applicants at the address stated 
above. Proof of service (by affidavit or, in case of 
an attorney-at-law, by certificate) shall be filed 
contemproraneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication will be issued as of course following Feb- 
ruary 12, 1980 unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing or adivce as to whether a hearing is or- 
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dered will receive notice of further developments 
in this matter including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11026/January 21, 1980 


In the Matter of 


VANCE, SANDERS MUNICIPAL BOND FUND, 
LTD. 
EATON & HOWARD, VANCE SANDERS INC. 


One Beacon Street 
Boston, Massachusetts 02180 


(812-4321) 


ORDER AMENDING PRIOR ORDER PURSUANT 
TO SECTION 6(c) OF THE ACT GRANTING 
EXEMPTION FROM THE PROVISIONS OF SEC- 
TION 2(a)(19) OF THE ACT. 


Vance, Sanders Municipal Bond Fund, Ltd. (‘“‘Bond 
Fund’), registered under the Investment Company 
Act of 1940 (‘Act’) as an open-end, diversified, 
management investment company, Eaton & How- 
ard, Vance Sanders Inc. (“EHVS’), investment 
adviser and principal underwriter for Bond Fund, 
and Eaton & Howard, Vance Sanders Distributors 
Inc. (“Distributors”), a newly formed wholly owned 
subsidiary of EHVS which will assume all of 
EHVS’s activities as principal underwriter for Bond 
Fund, filed an application on September 10, 1979, 
for an order, pursuant to Section 6(c) of the Act, 
amending a prior order of the Commission (In- 
vestment Company Act Release No. 10804, Au- 
gust 2, 1979) so that William M. Griffin (“Griffin”) 
shall not be deemed to be an “interested person” 
of Bond Fund, EHVS or Distributors within the 
meaning of Section 2(a)(19) of the Act by reason 
of his status as: (a) a director, executive vice 
president and chairman of the finance committee 
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of Hartford Fire Insurance Company (‘Hartford 
Fire’); (b) a director and president of Hartford Se- 
curities Company, Inc., a registered broker-dealer 
and wholly owned subsidiary of Hartford Fire; (c) a 
director, vice president and chairman of the fi- 
nance committee of Hartford Life Insurance Com- 
pany (“Hartford Life’), another wholly owned sub- 
sidiary of Hartford Fire; and (d) a director, vice 
president and chairman: of the finance committee 
of Hartford Variable Annuity Life Insurancce Com- 
pany, a wholly owned subsidiary of Hartford Life 
and Parent of Hartford Equity Sales Company, 
Inc., a registered broker-dealer (such companies 
are hereinafter referred to as ‘Hartford Fire and 
certain of its subsidiaries’’). 


On December 13, 1979, a notice was issued (In- 
vestment Company Act Release No. 10982) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found 
that the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for an amended order of 
exemption from the definition of “interested per- 
son” contained in Section 2(a)(19) of the Act, so 
that Griffin shall not be deemed to be an “‘in- 
terested person” of Bond Fund, EHVS or Dis- 
tributors by reason of his association with Hartford 
Fire and certain of its subsidiaries, to the extent 
requested, be and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11027/January 23, 1980 


In the Matter of 


FIDELITY MONEY MARKET TRUST 
82 Devonshire Street 
Boston, Massachusetts 02109 


(812-4352) 


NOTICE OF FILING OF AN APPLICATION FOR 
AN ORDER OF THE COMMISSION AMENDING A 
PREVIOUS ORDER PURSUANT TO SECTION 
6(c) OF THE ACT GRANTING EXEMPTION 
FROM THE PROVISIONS OF RULES 2a-4 AND 
22c-1 UNDER THE ACT. 


NOTICE IS HEREBY GIVEN that Fidelity Money 
Market Trust (“Applicant”), registered under the 
Investment Company Act of 1940 ‘(Act’) as an 
open-end, diversified management investment 
company, filed an application on December 6, 
1979, requesting an order of the Commission 
amending in the manner described below an ear- 
lier order of the Commission dated January 3, 
1979 (Investment Company Act Release No. 
10540). This earlier order, pursuant to Section 6(c) 
of the Act, exempted Applicant from the provisions 
of Rules 2a-4 and 22c-1 under the Act to the ex- 
tent necessary to permit Applicant to compute its 
net asset value per share, for purposes of effecting 
sales, redemptions and repurchases of its shares, 
to the nearest one cent on a share value of one 
dollar. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained 
therein, which are summarized below. 


Applicant states that it is a “money market” fund 
offering to institutional, corporate and substantial 
individual investors a convenient and economical 
means of investment in a professionally managed 
portfolio of money market instruments with the 
objective of obtaining as high a !evel of current in- 
come as is consistent with the preservation of 
capital and liquidity. Applicant further states that 
its shares are sold without a sales charge. 


According to the application, Applicant consists of 
three portfolios, differentiated in their permitted in- 
vestments, namely a U.S. Government Portfolio; a 
Domestic Money Market Portfolio and an Interna- 
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tional U.S. Dollar-Denominated Money Market 
Portfolio. Applicant further states that it invests ex- 
clusively in various high-grade money market in- 
struments, including U.S. government and federal 
agency obligations; U.S. dollar-denominated obli- 
gations of the largest banks, including United 
States banks and their branches located outside of 
the United States and United States branches of 
foreign banks; prime commercial paper; high- 
grade corporate obligations which are rated AAA 
or AA by Standard & Poor’s Corporation or Aaa or 
Aa by Moody’s Investor Services, Inc.; and certain 
repurchase agreements with respect to obligations 
which, without regard to maturity, it is authorized 
to invest. 


According to the application, all of Applicant’s as- 
sets are invested in money market instruments 
maturing in less than one year, and the dollar- 
weighted averaged portfolio maturity of its portfolio 
may not exceed 120 days. The minimum initial in- 
vestment in shares of the Applicant is $250,000 
with additional investments accepted in any 
amount. Applicant further represents that at the 
close of business on October 31, 1979, its aggre- 
gate net assets were approximately $140,838,655. 
Fidelity Management and Research Company 
serves as investment adviser to Applicant. 


Applicant represents that pursuant to the earlier 
order of the Commission dated January 3, 1979, 
Applicant presently computes its net asset value 
per share to the nearest one cent on a share value 
of one dollar utilizing the “penny rounding” valua- 
tion method. Applicant now seeks an order of the 
Commission, pursuant to Section 6(c) of the Act, 
amending this earlier order, which amended order 
would exempt Applicant from the provisions of 
Section 2(a)(41) of the Act and Rules 2a-4 and 
22c-1 thereunder to the extent necessary to per- 
mit Applicant's assets to be valued according to 
the amortized cost valuation method. Applicant 
further states that under the amortized cost valua- 
tion method, protfolio instruments are valued at 
their cost as of the date of acquisition assuming a 
constant rate of amortization to maturity of any 
discount or premium, regardless of the impact of 
fluctuating interest rates on the market value of 
such instruments. 


As here pertinent, Section 2(a)(41) of the Act de- 
fines value to mean: (1) with respect to securities 
for with market quotations are readily available, 


404/SEC DOCKET 


the market value of such securities, and (ii) with 
respect to other securities and assets, fair value 
as determined in good faith by the board of direc- 
tors, Rule 22c-1 adopted under the Act provides, 
in part, that no registered investment company or 
principal underwriter therefor issuing any redeem- 
able security shall sell, redeem or repurchase any 
such security except at a price based on the cur- 
rent net asset value of such security which is next 
computed after receipt of a tender of such security 
for redemption or of an order to purchase or sell 
such security. 


Rule 2a-4 adopted under the Act provides, as 
here relevant, that the “current net asset value” of 
a redeemable security issued by a registered in- 
vestment company used in computing its price for 
the purposes of distribution, redemption and re- 
purchase shall be an amount which reflects cal- 
culations made substantially in accordance with 
the provisions of that rule, with estimates used 
where necessary or appropriate. Rule 2a-4 further 
states that portfolio securities with respect to 
which market quotations are readily available shall 
be valued at fair value as determined in good faith 
by the board of directors of the registered com- 
pany. Prior to the filing of the application, the 
Commission expressed its view that, among other 
things. (a) Rule 2a-4 under the Act requires that 
portfolio instruments of ‘money market’ funds be 
valued with reference to market factors, and (2) it 
would be inconsistent, generally, with the provi- 
sions of Rule 2a-4 for a ‘money market” fund to 
value its portfolio instruments on an amortized 
cost basis (Investment Company Act Release No. 
9786, May 31, 1977). 


Section 6(c) provides, in pertinent part, that the 
Commission, by order upon application, may con- 
ditionally or unconditionally exempt any person, 
security or transaction or any class or classes of 
persons, securities or transactions from any provi- 
sion of the Act or of any rule or regulation under 
the Act, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provi- 
sions of the Act. 


According to the application, Applicant’s Trustees 
have determined in good faith that in light of its 
characteristics as described above, including the 
conditions to which Applicant must adhere as set 
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forth in the earlier order of the Commission dated 
January 3, 1979, absent unusual or extraordinary 
circumstances, the amortized cost method of val- 
uing portfolio securities is appropriate and in Ap- 
plicant’s best interests and reflects the fair value of 
such securities. Applicant further represents that 
under the amortized cost method its shareholders 
would continue to have all the conveniences and 
advantages of a stable purchase and redemption 
price of $1.00 per share as described in its pre- 
vious application to support the exemptive relief 
granted in such earlier order of the Commission. 


Applicant has agreed that the following conditions 
may be imposed in any order of the Commission 
granting the exemptive relief requested; 


(1) In supervising Applicant's operations and de- 
legating special responsibilities involving portfolio 
management to Applicant’s investment adviser, 
Applicant’s Board of Trustees undertakes—as a 
particular responsibility within the overall duty of 
care owed to its shareholders—to establish pro- 
cedures reasonably designed, taking into account 
current market conditions and Applicant’s invest- 
ment objectives, to stabilize Applicant's net asset 
value per share, as computed for the purpose of 
distribution, redemption and repurchase at $1.00 
per share. 


(2) Included within the procedures to be adopted 
by the Board of Trustees shall be the following: 


(a) Review by the Board of Trustees, as it 
deems appropriate and at such intervals as are 
reasonable in light of current market conditions, 
to determine the extent of deviation, if any, of 
Applicant’s net asset value per share as deter- 
mined by using available market quotations from 
the $1.00 amortized cost price per share, and 
maintenance of records of such review.’ 





‘Applicant states that to fulfill this condition, it in- 
tends to use actual quotations or estimates of 
market value reflecting current market conditions 
chosen by its Board of Trustees in the exercise of 
its discretion to be appropriate indicators of value. 
In addition, Applicant states that the quotations or 
estimates utilized may include inter alia, (1) quo- 
tations or estimates of market value for individual 
portfolio instruments, or (2) values obtained from 
yield data relating to classes of money market in- 
struments published by reputable sources. 
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(b) In the event such deviation from the $1.00 
amortized cost price per share exceeds 1 of 
1%, a requirement that the Board of Trustees 
will promptly consider what action, if any, should 
be initiated. 


(c) Where the Board of Trustees believes the 
extent of any deviation from Applicant's $1.00 
amortized cost price per share may result in 
material dilution or other unfair results to inves- 
tors or existing shareholders, it shall take such 
action as it deems appropriate to eliminate or to 
reduce to the extent reasonably practicable such 
dilution or unfair results, which action may in- 
clude: redemption of shares in kind; the sale of 
portfolio instruments prior to maturity to realize 
capital gains or losses, or to shorten Applicant’s 
average portfolio maturity; withholding divi- 
dends; or utilizing a net asset value per share as 
determined by using available market quota- 
tions. 


(3) Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; 
provided, however, that Applicant will not (a) pur- 
chase any instrument with a remaining maturity of 
greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity in excess of 
120 days. 


(4) Applicant will record, maintain and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in condition 1 above, and Appli- 
cant will record, maintain and preserve for a period 
of not less than six years (the first two years in an 
easily accessible place) a written record of the 
Board of Trustees’ considerations and actions 
taken in connection with the discharge of its re- 
sponsibilities, as set forth above, to be included in 
the minutes of the Board of Trustees’ meetings. 
The documents preserved pursuant to this condi- 
tion shall be subject to inspection by the Commis- 
sion in accordance with Section 31(b) of the Act as 





2\n fulfilling this condition, if the disposition of 
portfolio instruments results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce its dollar weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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though such documents were records required to 
be maintained pursuant to rules adopted under 
Section 31(a) of the Act. 


(5) Applicant will limit its portfolio investments, in- 
cluding repurchase agreements, to those U.S. 
dollar-denominated instruments which the Board 
of Trustees determines present minimal credit 
risks, and which are of high quality as determined 
by any major rating service or, in the case of any 
instrument that is not so rated, of comparable 
quality as determined by the Board of Trustees. 


(6) Applicant will include in each quarterly report, 
as an attachment to Form N-1Q, a statement as to 
whether any action pursuant to condition 2(c) 
above was taken during the preceding fiscal 
quarter, and, if any action was taken, will describe 
the nature and circumstances of such action. 


Applicant submits that use of the amortized cost 
method of valuing its portfolio securities, subject to 
the conditions enumerated above, will benefit its 
shareholders by enabling the Applicant to more 
effectively maintain the $1.00 per share purchase 
and redemption price in a manner which is sub- 
stantially similar to that permitted under the Com- 
mission’s earlier order. The Applicant further be- 
lieves that granting of the requested exemptions 
by the Commission is appropriate in the public 
interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that ny interested 
person may, not later than February 14, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reasons for such request and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed:.Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an 
order disposing of the application herein will be is- 
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sued as of course following said date unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission's own motion. Per- 
sons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








Investment Advisers Act of 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 710A/January 24, 1980 


Delegations of Authority to the Director of the Divi- 
sion of Investment Management, the Director of 
the Division of Enforcement, and the Regional 
Administrtors; Correction 


ACTION: Final rule amendments; correction. 


SUMMARY: This document corrects final rule 
amendments on delegations of authority to the Di- 
rector of the Division of Investment Management, 
the Director of the Division of Enforcement, and 
the Regional Administrators which appear at page 
76773 of the FEDERAL REGISTER of December 
28, 1979, FR Doc. 79-39620. 


EFFECTIVE DATE: December 19, 1979. 


FOR FURTHER INFORMATION CONTACT: 
Michael J. Eizelman, Esq., Office of Investment 
Adviser Regulation, Division of Investment Man- 
agement, Securities and Exchange Commission, 
Washington, D.C. 20549 (202) 272-2079. 


SUPPLEMENTARY INFORMATION: On page 
76774 the first paragraph under the heading ‘‘Au- 
thority, Effective Date” should read as follows: The 
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Commission hereby amends Rules 30-4, 30-5 
and 30-6 of the rules of the Commission relating 
to general organization [CFR 200.30-4, 30-5 and 
30-6] by adding new paragraph (a)(8) to Rule 
30-4; by adding new paragraphs (e)(3),(4),(5) and 
(6) to Rule 30-5; and by redesignating paragraphs 
(e), (f) and (g) of Rule 30-6 as paragraphs (f), (g) 
and (h) respectively, and by adding a new para- 
graph (e) thereto, pursuant to the authority con- 
tained in the Act of August 30, 1962, Pub. L. No. 
87-592, 76 Stat. 394 [15 U.S.C. 78d-1, 78d-2] 
and Section 211(a) of the Advisers Act [15 U.S.C. 
80b-11(a)]. 


Under the heading “Commission Action,” Amend- 
ment No. 1 should read “By adding new paragraph 
(a)(8) to §200.30-4 as follows: Amendment No. 3 
should read “By redesignating paragraphs (e), (f) 
and (g) of §200.30-6 as paragraphs (f), (g) and (h) 
respectively and by adding a new paragraph (e) 
thereto as follows:” 

George A. Fitzsimmons 

Secretary 








LITIGATION 





Litigation Release No. 8974/January 21, 1980 


UNITED STATES OF AMERICA v. CHARLES D. 
STILWELL, ET AL. 


Criminal Action No. 80-1 (D.S.C.) 


Jule B. Greene, Administrator of the Atlanta Re- 
gional Office of the Securities and Exchange 
Commission and Thomas E. Lydon, Jr., United 
States Attorney for the District of South Carolina 
announced that on January 10, 1980, Charles D. 
Stilwell (‘‘Stilwell’’) and Stephen C. Coker 
(‘Coker’), pled guilty to two counts of securities 
fraud before the Honorable Sol Blatt, Jr., United 
States District Judge, for the District of South 
Carolina. No date has been set for the sentencing 
of the defendants. 
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The criminal information filed on the same day 
charged that Stilwell and Coker, while principals of 
Stilwell, Coker & Co., Inc. (‘‘Stilco’’), a broker- 
dealer in Charleston, South Carolina, formerly 
registered with the Commission, violated Section 
17(a) of the Securities Act of 1933 by the unau- 
thorized sale of certain securities owned by cus- 
tomers of the firm. 


Previously, on December 17, 1976, defendants 
Stilwell, Coker and others were enjoined by con- 
sent from violations of the anti-fraud provisions of 
the federal securities laws in connection with their 
activities at Stilco by the United States District 
Court for the District of South Carolina, and a 
Trustee appointed pursuant to the Securities In- 
vestor Protection Act of 1970. (SEC v. Stilwell, 
Coker & Co., Inc., Civil Action No. 76-2405 
(D.S.C.)) 


In addition, in connection with administrative pro- 
ceedings commenced April 18, 1978, Stilwell and 
Coker were barred from further association with a 
broker-dealer, investment adviser, and investment 
company following an initial decision by an ad- 
ministrative law judge, filed June 20, 1979, which 
has become final as to Stilwell, but as to which 
Coker has sought review. 


For further information, see Litigation Release No. 
7726. 


Litigation Release No. 8975/January 21, 1980 


UNITED STATES v. RALPH READ, ET AL., (N.D. 
ILL., 79 CR 277) 


William D. Goldsberry, Administrator of the 
Chicago Regional Office of the Securities and Ex- 
change Commission, and Gregory C. Jones, Act- 
ing U.S. Attorney for the Northern District of Il- 
linois, announced that on January 7, 1980, the 
Honorable John Powers Crowley, United States 
District Judge for the Northern District of Illinois, 
sentenced Bernard Magdovitz to five years proba- 
tion and fined him $11,000. This sanction arose 
from Magdovitz’s earlier plea of guilty to conspi- 
racy and mail fraud charges. 


Magdovitz, formerly employed as Treasurer of 
Cenco Incorporated (Cenco) and President of 
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Cenco Medical Health, was indicted on April 24, 
1979 by a Federal Grand Jury in Chicago, along 
with six other individuals. The indictment charged 
that from 1970 through 1974, approximately $25 
million in false profit figures were reported by 
Cenco. While Magdovitz pled guilty to charges 
arising from the Cenco fraud, three other former 
Cenco employees contested the charges, and 
were subsequently tried and convicted by a jury on 
October 29, 1979. 


The civil injunctive action filed in September, 1976, 
by the Securities and Exchange Commission 
against Magdovitz and other former Cenco em- 
ployees is still pending before the United States 
District Court for the Northern District of Illinois. 


Magdovitz currently resides in South Hampton, 
England. 


For further information, see Litigation Release 
Nos. 7538, 8509, 8747, 8786, 8919 and 8970. 


Litigation Release No. 8976/January 21, 1980 


UNITED STATES OF AMERICA v. DOUGLAS P. 
FIELDS AND FREDERICK M. FRIEDMEN, 76 Cr. 
1022 (S.D.N.Y.) 


Robert B. Fiske, Jr., United States Attorney for the 
Southern District of New York and Stephen L. 
Hammerman, Administrator of the New York Re- 
gional Office of the Securities and Exchange 
Commission (“Commission”), announced that on 
January 10, 1980 defendants Douglas P. Fields 
(‘Fields’) and Frederick M. Friedman (‘‘Fried- 
man’), president and vice president of TDA Indus- 
tries, Inc., were sentenced by the Honorable 
Charles S. Haight, Jr., United States District Judge 
for the Southern District of New York, following 
their convictions in the above-captioned matter. 
Defendant Fields was sentenced to six months im- 
prisonment on each of five counts, to run concur- 
rently, and a $50,000 fine. Defendant Friedman 
was sentenced to three months imprisonment on 
each of two counts, to run concurrently, and a 
$25,000 fine. Imposition of the sentences and 
fines was stayed pending appeal. 


The related trial against Alan E. Sandberg and 
Friedman is scheduled to commence on January 
14, 1980. 
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For further information, see Litigation Release 
Nos. 8921, 7692, 7369, and 7088. 


Litigation Release No. 8977/January 22, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
LA POINTE INDUSTRIES, INC. (United States 
District Court for the District of Columbia, Civil Ac- 
tion No. 79-2879) 


The Commission announced today that on 
January 18, 1980 the United States District Court 
for the District of Columbia entered a final judg- 
ment of permanent injunction against La Pointe 
Industries, Inc. (‘“‘La Pointe’) of Rockville, Con- 
necticut, restraining and enjoining La Pointe from 
failing failing to file timely periodic reports with the 
Commission and requiring La Pointe to comply 
with certain undertakings. La Pointe, consenting to 
the entry of the Court’s judgment, admitted that it 
had filed reports in an untimely manner on 7 sepa- 
rate occasions. The Commission’s Complaint was 
filed on October 25, 1979. 


The Complaint had alleged that La Pointe, as part 
of a continuing course of conduct extending over 
several years, failed to file timely with the Com- 
mission certain Annual Reports and Quarterly Re- 
ports required to have been filed. La Pointe has 
agreed to adopt certain procedures to assure 
timely filing of reports required to be filed under 
the Securities Act of 1934. 


Litigation Release No. 8978/January 22, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
THOMAS J. BALL A/D/B/A TOM BALL & AS- 
SOCIATES (U.S.D.C., E.D. Va. Alex. Div. C.A. No. 
80-44-A) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, and Lewis W. Brothers, Jr. Di- 
rector, Securities Division of the Virginia State 
Corporation Commission announced that on 
January 18, 1980, the Securities and Exchange 
Commission filed a complaint in the United States 
District Court for the Eastern District of Virginia, in 
Alexandria, Virginia, seeking preliminary and per- 
manent injunctions against Thomas J. Ball a/d/b/a 
Tom Ball & Associates of Great Falls, Virginia, 
seeking to enjoin the defendant from violations of 
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the registration and antifraud provisions of the 
federal securities laws. The Commission's action 
also seeks a freeze of the defendant's assets until 
an accounting can be performed of his disposition 
of investor funds, and disgorgement of wrongfully 
obtained funds. 


The complaint alleges that the defendant violated 
the registration and antifraud provisions of the 
federal securities laws in connection with the offer 
and sale of unregistered securities in the form of 
“Full Binding Contracts” and “Land Development 
Investments”. The complaint further alleges that 
the defendant made untrue statements of material 
facts and failed to state material facts relating to 
defendant's use of investor funds and about future 
profits from the securities. The complaint was 
based on information obtained in a joint investiga- 
tion of this matter by the Virginia Securities Com- 
mission and the Securities and Exchange Com- 
mission. 


Litigation Release No. 8979/January 22, 1980 


SEC v. MICHAEL S. STARBUCK, MICHAEL 
STARBUCK, INC. AND MICHAEL STARBUCK, 
AND ASSOCIATES, A PARTNERSHIP, 80 CIVIL 
0231 (S.D.N.Y.) (HFW) 


Stephen L. Hammerman, Regional Administrator 
of the New York Regional Office, announced the 
filing of a Complaint in the United States District 
Court for the Southern District of New York on 
January 11, 1980, seeking to enjoin Michael S. 
Starbuck ‘‘Starbuck’’), Michael Starbuck, Inc. 
(“Starbuck, Inc.”) and Michael Starbuck, Inc. and 
Associates, a Partnership (‘‘Starbuck As- 
sociates”’), all of New York, New York, from further 
violations of the registration and anti-fraud provi- 
sions of the federal securities laws. 


The Commission’s Complaint alleges that, during 
the period from in or about January, 1978 through 
the present, the defendants offered and sold to 
approximately 250 investors located in New York, 
Arizona and Florida unregistered securities, in the 
form of investment interests in Starbuck As- 
sociates, raising approximately $2 million to $3 
million. Starbuck Associates pooled its investors’ 
contributions and invested those funds primarily in 
stock options through accounts maintained at vari- 
ous broker deaiers. The Complaint further alleges 
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that although the full extent of Starbuck As- 
sociates’ assets and liabilities cannot be precisely 
determined, there appears to have been a loss of 
investors’ funds to the extent that only approxi- 
mately $500,000 remains. 


In addition to injunctive relief, the Commission's 
Complaint seeks the appointment of a Receiver for 
Starbuck Associates to, among other things, mar- 
shall the assets of Starbuck Associates and for- 
mulate a plan of distribution to the investors of 
Starbuck Associates. 


Simultaneously with the filing of the Complaint, the 
defendants consented, without admitting or deny- 
ing the allegations contained in the Commission's 
Complaint, to the entry of Final Judgments of 
Permanent Injunction and an Order appointing a 
Receiver and granting other equitable relief. 


Litigation Release No. 8980/January 22, 1980 


UNITED STATES V. JOHN STERGE, AN-CAR 
OIL CO., INC.; AND FIRST FINANCIAL EQUITY 
CORPORATION. (D. Mass.) (Criminal No. 79- 
372-C) 


Willis H. Riccio, Administrator of the Boston Re- 
gional Office, and the Honorable Edward F. Har- 
rington, United States Attorney for the District of 
Massachusetts, jointly announce that John C. 
Sterge of Boston, Massachusetts, on January 8, 
1980 pleaded guilty to three counts of a nine count 
indictment returned him; An-Car Oil Co., Inc. 
(““An-Car’); and First Financial Equity Corporation 
(“FFE”). An-Car and FFE are Boston based com- 
panies of which Sterge is or formerly was the 
president and a director. Sterge also pled guilty to 
two counts of the indictment on behalf of FFE, and 
a plead of nolo contedere to one count was en- 
tered on behalf of An-Car by its receiver in bank- 
ruptcy. The counts pled to alleged both securities 
and mail fraud in connection with the offer and 
sale of securities in the form of limited partner- 
ships and fractional undivided working interests in 
oil and gas wells located in Ohio and Tennessee, 
and in a Wyoming coal tax shelter program. 

The indictment alleged, among other things, that 
Sterge, An-Car and FFE offered and sold securi- 
ties to approximately 800 investors located 
throughout the United States. The indictment fur- 
ther alleged that the offer and sale of these securi- 
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ties was effected through the use of fraudulent 
omissions and misrepresentations of material facts 
including, but not limited to, the use to which in- 
vestors’ funds would be put; An-Car’s success in 
drilling oil and gas wells; that An-Car had made a 
significant discovery of an oil well in Fulton 
County, Ohio, when in fact it had not; that An-Car 
was insolvent and was only able to meet its obli- 
gations by continually selling to new investors; and 
that a substantial amount of the funds raised from 
investors was diverted to the personal use and 
benefit of Sterge. 


Earlier, on May 24, 1976 the Securities and Ex- 
change Commission filed a Complaint, naming 
An-Car, Sterge and others as defendants in the 
United States District Court for the District of Mas- 
sachusetts and seeking, among other things, a 
Temporary Restraining Order; Preliminary and 
Permanent Injunctions; the appointment of a Re- 
ceiver; and the disgorgement of investors’ monies, 
which the Commission alleged had been diverted 
by Sterge to his own personal use and to the use 
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and purposes of the “Boston Minutemen”, a pro- 
fessional soccer team owned and controlled by 
Sterge which was at that time the Boston entry in 
the North American Soccer League. The Commis- 
sion succeeded in obtaining the requested relief it 
sought, and Sterge ultimately disgorged money 
and properties to the Receiver in the amount of 
$1,193,000. In the Complaint filed by the Commis- 
sion in 1976, it alleged that An-Car, its affiliates 
and Sterge had sold interests in oil and gas leases 
to the public in an amount in excess of $9 million, 
in violation of the registration and anti-fraud provi- 
sions of the federal securities laws. 


In entering his plea of guilty to three counts of the 
indictment, Sterge acknowledged to the Court the 
diversion of investors’ funds to include those to the 
Boston Minutemen. 


The Honorable Andrew A. Caffrey, Chief Judge of 
the United States District Court for the District of 
Massachusetts, has set February 8, 1980 as the 
date for imposition of sentence. 
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